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Losses 


are at a minimum now. 
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But what 
of the future? 













The pendulum always swings back — how soon, this time, we 
do not know. But we do know that it will — that now is the time to 





keep a close check on the paying habits of your customers. 
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Get this information from Credit Interchange Reports. Learn where 
and what the customer buys — what he owes now — how he pays. 
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Credit Interchange information is current information — always up- 
to-date. And the facts from the ledgers of many suppliers are yours 





for only ove inquiry. 


Learn more about Credit Interchange. Get in touch with the Bureau 
serving your area (there is no obligation), or write 





seabanan. Credit Interchange Bureaus : 
ea a NATIONAL ASSOCIATION of CREDIT MEN 
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See Your Representatives 


‘Never cross a bridge until you come to it” may be a maxim which, if fol- 
lowed, will give some freedom from worry. Carry it to extreme and you may 
be left on the near side of the river. In a nation, in which planning is em- 
phasized, it does seem odd that planning to meet developments that can and do 
become serious, is constantly deferred and delayed. The result of this failure is 
that we find ourselves in chaotic situations and then hastily try to scramble out as 
best we can. 


s 


A good example of this is the recent labor-management impasse. ‘The signs 
of the times indicated this was coming and even the date of its arrival was rea- 
sonably certain, but we drifted along without trying to plan in advance to avoid 
the conflict or have a sound and mature solution when we faced it, It was an 
aroused public opinion that finally called for drastic action. The morale of the 
nation would have been much better had we started long ago to work out a solu- 
tion. By intelligent planning we might have prevented much of our trouble. 


It is very important now that we plan for the financial crisis that may face 
us in the years ahead. We have not for the past fifteen years, drawn a single 
breath as a nation in a sound financial atmosphere. We have continued vast 
deficits and added to our debt structure. 


When an aroused public demands that we as a nation live within our income 
and that we begin storing up some funds to meet the inevitable period of hard 
times, then we may expect to live once again under a sound fiscal policy. 
American citizens should demand that we begin now to curtail governmental 
expenditures, balance our budget and cease this orgy of spending. If we do 
plan and act now the crisis ahead will be much less severe, for the right fiscal 
policy is one of the real protections against disastrous inflation or depression. 
Such a policy is long overdue and would contribute much more to the peace of 
the world than many programs we are scheduling. 


Let us not be deluded by these stories about lopping off large sums from the 
Federal Budget. These are items which have been appropriated for the Armed 
Services and which: were not needed after V-J Day. We read reports from 
Senator Byrd’s committee which tell us that more than 39,000 new employes 
were added to the Government payroll in the one month of April who were not 
registered at the end of March. We then realize that the cost of our normal 
government is not decreasing. 


So the question faces us: What are we going to do about it? 


Public opinion is forcing action in the labor-management difficulty. The 
same public quite easily could bring an about-face on the question of cost of 
government. Your Representatives in the Congress soon will be home for an 
election recess. That would be an excellent time to tell them your views on this 


important matter. 


e 
HENRY H. HEIMANN, 
EXECUTIVE MANAGER 
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"GQ rraTFORD HALL”, the ancestral plan- 
tation home of the Lees of Westmoreland 
County, Virginia, is one of America’s 
most famous homes and one of the few 
perfect examples of true Georgian archi- 
tecture still standing. 

So wisely was the house planned that 
no additions were ever added, and when 
it was purchased for a shrine by the 
Robert E. Lee Memorial Foundation in 


LL,  .}).o 
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The boxwood garden as seen through the 
chimney arc 


CRED 


The Lees of Virginia 


1929, no rebuilding was necessary and 
the reconditioning of the main house was 
comparatively simple. The mansion and 
grounds were laid out prior to 1730, and 
took five years to complete. The house 
was built of brick that had been made by 
hand on the plantation, and was con- 
structed in the form of an H, the wings 
of which were topped with twin sets of 
four great chimneys. The Great Hall on 
the second floor with its vaulted ceiling 
and hand carved paneling and pilasters, 
forms the bar of the H and was the scene 
of many brilliant gatherings during the 
Colonial period. 

“Stratford Hall” has provided Amer- 
ica with some of her most illustrious 
sons, among whom were Thomas Lee, a 
governor of Virginia and chiefly respon- 
sible for the purchase of the Ohio Valley 
from the Iroquois; Richard Henry Lee 
and Francis Lightfoot Lee, both signers 
of the Declaration of Independence; 






Robert E. Lee as a Second Lieutenant 


Lighthorse Harry Lee, George Wash- 
ington’s favorite officer, governor of Vir- 
ginia and father of the beloved Robert 
E. Lee, the statesman and brilliant caval- 
ryman of the War Between the States 
whose battle tactics were carefully stud- 
ied during World War II. 

Today, completely restored, the Great 
House and grounds which are open to 
the public are a fitting tribute to the Lee 
family whose sons contributed so much 
to the founding of this nation. 

The Home, through its agents and 
brokers, is America’s leading insurance 
protector of American Homes and the 
Homes of American Industry. 


*« THE HOME x 
Srdirance Company 


NEW YORK 
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FOREIGN CREDIT INSURANCE 


A Discussion of the Proposed Export Insurance Act 


ously engaged in international 

trade or contemplating enter- 

ing it, will be vitally interested 
in the proposed Export Insurance 
Act of 1946 (S-2180) introduced in 
the Senate, May 13, 1946, by Sena- 
tor Claude Pepper for himself and 
Senator James E. Murray and re- 
ferred to the Senate Committee on 
Banking and Currency. 

Senator Murray is Chairman of 
the Special Committee to Study 
Problems of American Small Busi- 
ness and Senator Pepper is Chair- 
man of the Subcommittee on Foreign 
Trade of that Committee. 

The bill, which is reproduced in 
its entirety elsewhere in this article, 
merits thorough study. In general 
it provides for a Foreign Trade In- 
surance Division to be set up in the 
Export-Import Bank of Washing- 
ton, and authorizes an appropriation 
of $300,000 for administrative ex- 
penses of the Division and the issu- 
ance of an insurance capital stock 
of $100,000,000 to be subscribed by 
the United States Government, with 
the amount of insurance outstanding 
limited to five times the amount of 
this capital. 


- All Members, whether previ- 
b 


Two Types of Coverage 


Under the bill, insurance would 
be extended either directly or in par- 
ticipation with other insurers to 
United States residents or partner- 
ships or corporations organized un- 
der the laws of the United States or 
of any State, Territory, or posses- 
sion, covering the export sale of “all 
the classes of commodities in United 
States exports on reasonable terms 
and as expeditiously as possible.” 

The proposed insurance is of two 
types: (1) Insurance against non- 
payment resulting from the imposi- 
tion by a foreign government of ex- 
change controls. (2) Insurance 
covering default for any other 
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reason. In other words the bill 
offers both Credit Insurance and an 
Exchange Guaranty. 

No outstanding foreign trade or- 
ganization has favored the Export 
Credit Insurance feature, while 
many of them have gone on record 
against such government insurance 
covering what is considered to be 
an ordinary business hazard. Of 
the other hand foreign trade organi- 
zations generally have found some 
merit in the Exchange Guaranty, 
and consider it a proper govern- 
mental function to offer such pro- 
tection against hazards involving 
governmental actions which the busi- 
nessman cannot foresee nor guard 
against. 


Study Needed 


Since the protection offered by the 
bill is primarily designed for small 


business concerns entering foreign’ 


trade for the first time, it is par- 
ticularly important that non-ex- 
porters study this bill and report 
their views on it and this article rep- 
resents an invitation to such action. 

In the June 15th issue of the 
MONTHLY BUSINESS RE- 
VIEW Henry H. Heimann, Execu- 
tive Manager of the National Asso- 
ciation of Credit Men has made the 
following thought-provoking com- 
ments on this subject: 

“Once again, in a desire to help 
business, legislators are proposing 
a law, one part of which, in the 
opinion of informed and practical 
exporters and importers, may hurt, 
not help our foreign trade. I refer 


to that part of the legislation offer- 
ing export credit insurance. This 
proposed legislation seeks to protect 
the exporter against any credit losses 
that he may incur in his foreign 
trade. I suppose the legislators in- 
troducing this bill do not realize 
that in private transactions involving 
foreign trade, credit losses have ai- 
ways been below those experienced 
in domestic trade. This has been 
true even though the domestic and 
export credits were handled by the 
same individuals. Export business, 
privately undertaken, is one of the 
safest businesses to be transacted on 
credit, assuming naturally, that the 
terms are sound, a requirement in 
any business transaction. Why 
then, one asks, do we need export 
credit insurance? The preamble of 
the proposed law suggests this type 
of legislation will be another boon 
for small business. As I said in my 
last letter, I think small business is 
about fed up with legislative kind- 
ness that carries with it the conse- 
quences of small business problems, 
if not its liquidation. Any foreign 
trader will tell you that up to the 
war time we always exported to the 
limit of our available dollar ex- 
change and that we will do so again. 
What is actually needed to expand 
our export business is more imports 
so as to create more dollar exchange. 
If these are had, then our export 
business will grow. 


Insurance Examined 


“Through all our years in foreign 
trade, export credit insurance has 
not been needed and most credit 
executives in the foreign field see 
no need for it in the future. Let's 
look at the harm that might come 
from the normal ballyhoo that would 
follow such a law. If we want to 
keep up our foreign trade on a sound 
basis, we certainly don’t want to 
develop fair-weather foreign trad- 
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ers, nor what are known as “dump- 
ers’, or cut-price sporadic or casual 
sales for riddance of surplus inven- 
tories. What we do need is a con- 
sistent, all-weather, good and bad- 
year foreign trade policy. If a man 
is not a foreign trader and ‘desires 
to start soundly, there is available 
to him or his business, for consulta- 
tion and advice, any number of ex- 
perienced export houses and export 
commission merchants, banks with 
foreign trade departments, foreign 
trade associations, and foreign credit 
departments, and he will find people 
doing export business not only will- 
ing but anxious to help him get es- 
tablished on a sound basis. In addi- 
tion, his own government’s Depart- 
ment of Commerce Field Office will 
be glad to be of help. 


“Credit executives fully informed 
in foreign trade take comfort from 
the fact that the proposed law does 
provide for administration by the 
Export-Import Bank. It should be 
noted that at present the Bank will 
provide financing for the small ex- 
porter. Under the present arrange- 
ment, the Export-Import Bank is 
and has been quite helpful to ex- 
porters. If, therefore, the export 
insurance provision is intended as 
a disguise for a means of financing, 
it is unnecessary because present 
facilities of the Export-Import Bank 
and commercial banks provide for 
this. 


British System 


“Proponents of this bill consist- 
ently refer to the fact that the British 
have export credit insurance. That 
is true, but it should be pointed out 
that normally only about one-tenth 
of their credit export business is 
insured. In addition, their situation 
is exactly the reverse of ours. Ex- 
ports in Great Britain are a matter 
of life and death, so that they must 
at any and all costs be able to cover 
their imports. Our problem has 
been at all times importing enough 
to cover our exports. There is also 
available in Canada an export in- 
surance under the Canadian Export 
Credit Act. It has only been in 
Operation for a year and its activity 
Consists almost entirely of loans to 
governments. One need only read 
and study this law with its all-inclu- 
sive requirements for qualification 
as an insurer to understand it is 
totally different from what our legis- 


WHAT DO YOU 
THINK about 


Export Credit 
Insurance? 
Exchange Guaranty? 


Send your comments to 
Philip J. Gray, 
Manager, 

Foreign Credit 
Interchange Bureau, 
National Association 

of Credit Men, 

1 Park Avenue, 

New York 16, N. Y. 





lators have in mind. 

“Every practical foreign trader 
with whom I have spoken has 
doubted the wisdom of export credit 
insurance. They do, however, see 
value in “exchange insurance’’, or a 
“transfer guaranty”, but this is a 
wholly different problem from credit 
insurance. Credit insurance covers 
the ordinary hazards of doing busi- 
ness which business men have all 
along assumed. In extension or ac- 
ceptance of credits, the business in- 
stitutions have control over their 
own decisions. An exchange guar- 
anty or insurance, on the other hand, 
would cover a risk of a possible gov- 
ernmental action over which busi- 
ness men have no control. That is 
one of the unpredictable and uncon- 
trollable hazards which will continue 
until the International Monetary 
Fund becomes fully operative. If our 
legislators want to develop foreign 
trade on a sound basis, let them di- 
rect their legislative effort entirely 
and exclusively to “exchange insur- 
ance” or “transfer guaranty”. There- 
in is a field that would be helpful. 
The proposed bill does attempt this, 
but couples with it the bad features 
of credit insurance. Why not draft 
a bill entirely directed to “exchange” 
or “transfer guaranty”? That would 
be a real service to a foreign trader.” 

The following excerpts from a 
letter from the Export-Import Bank 
of Washington to Senator Pepper 
on June 23, 1945 are informative 
and worthy of note: 

“The Bank has given careful 
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study to the need for export credit 
insurance in the United States along 
the lines of the British system and 
to the mannet and extent of the 
necessary government participation 
in a system adapted to our own re- 
quirements. The Bank’s findings 
do not lead it to recommend that the 
United States follow the British ex- 
ample of a specially-created govern- 
ment agency to offer both short-term 
and medium-term insurance against 
nonpayment by the foreign buyer for 
any cause. The basis for this posi- 
tion is given briefly below: 

1. Protection against the risk of 
nonpayment by the foreign buyer 
because of his inability to transfer 
payment in the exporter’s currency 
must be sharply distinguished, with 
respect both to need and to necessary 
government participation, from pro- 
tection against the risk of non-pay- 
ment because of the insolvency of 
the foreign buyer or other contingen- 
cies involving his credit. Further- 
more, protection against short-term 
transfer and credit risks requires 
different treatment from medium- 
term and long-term risks. 

2. The demand for short-term ex- 
port credit guaranties in the United 
States is too small to warrant the 
establishment of the elaborate or- 
ganization which would be required 
under a system operated by the gov- 
ernment. 

3. What need there is for short- 
term export credit guaranties can 
probably be satisfied or eliminated 
through private action, including 
(a) the establishment of private 
credit guaranty organizations; (b) 
pooling of credit information by 
groups of exporters; (c) further de- 
velopment of private export credit 
information services; (d) use of the 
credit facilities of established export 
houses; and (e¢) improvement of 
credit management in individual 
firms. 

4. The principal need in the im- 
mediate future, as well as in the 
longer run, is for more adequate 
facilities to enable exporters of capi- 
tal goods to sell abroad on reason- 
ably extended terms and to obtain 
the credit for the credit and transfer 
guaranties required for this purpose. 
The resources of the Export-Import 
Bank should be reserved largely to 
provide assistance of this character 
rather than be tied up in commit- 
ments to exporters of consumer 
goods which are sold on a short- 
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term basis with a minimum of credit 
or transfer risk and which can usu- 
ally be financed without difficulty 
through commercial banking chan- 
nels.” 


The Bill 


Here for your study and analysis 
is the actual text of the proposed 
“Export Insurance Act of 1945”: 


S. 2180 





IN THE SENATE OF THE 
UNITED STATES May 13 (legislative 
day, March 5), 1946, Mr. Pepper (for 
himself and Mr. Murray) introduced the 
following bill; which was read twice and 
referred to the Committee on Banking 
and Currency 


A Bill 


To encourage fuller participation by 
small business concerns in soundly ex- 
panded foreign trade and to aid in main- 
taining high levels of employment and 
production in the United States. 


Be it enacted by the Senate and House 
of Representatives of the United States 
of America in Congress assembled, That 
the Export-Import Bank of Washington 
is authorized through a Foreign Trade 
Insurance Division, which is hereby creat- 
ed as a division within such bank, subject 
to the direction and control of such bank, 
to insure and reinsure either directly or in 
participation with other insurers, payment 
of moneys due United States residents or 
partnerships or corporations organized 
under the laws of the United States or 
of goods (including services and charges 
from foreign debtors for the export sale 
of goods (including services and charges 
related thereto) to such foreign debtors. 

Sec. 2. There is authorized to be ap- 
propriated, out of any moneys in the 
Treasury not otherwise appropriated, a 
sum not to exceed $300,000 for the admin- 
istrative expenses of such Foreign Trade 
Insurance Division. 

Sec. 3. In addition to the regular capi- 
tal stock of the Export-Import Bank of 
Washington authorized under the Ex- 
port-Import Bank Act of 1945, the said 
bank shall have an insurance capital stock 
of $100,000,000 subscribed by the United 
States. The funds derived from such in- 
surance capital stock shall be used solely 
to finance the insurance operations of the 
Foreign Trade Insurance Division. Such 
insurance capital stock shall be subject 
to call at any time in whole or in part by 
the Board of Directors of the bank. For 
the purpose of making payments of such 
insurance capital stock, the Secretary of 
the Treasury is authorized to use as a 
public-debt transaction the proceeds of any 
securities hereafter issued under the Sec- 
ond Liberty Bond Act, as amended, and 
the purposes for which securities may be 
issued under that Act are extended to 
include such purchase. Payment under 
this section of the subscription of the 
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United States to the bank and repayments 
thereof shall be treated as public-debt 
transactions of the United States. Certi- 
ficates evidencing stock ownership shall 
be issued by the bank to the President of 
the United States or to such other person 
or persons as he may designate from time 
to time, to the extent of the payments 
made for the insurance capital stock of 
the bank under this section. 

Sec. 4. (a) It is the policy of Congress 
that the insured policyholder shall retain 
a substantial interest in the discharge by 
his foreign customer of the terms of the 
contract of sale. In insuring or reinsur- 
ing against the risk of nonpayment for any 
reason other than the imposition by a 
foreign government of exchange block 
or other regulation preventing the foreign 
purchaser from securing dollar exchange 
to pay his obligation, the insurance written 
by the Export-Import Bank of Washing- 
ton shall not extend to more than 90 per 
centum of the total contract price. 

(b) In insuring or reinsuring against 
the risk of nonpayment by reason of the 
imposition by a foreign government of ex- 
change block or other exchange control 
preventing the foreign purchaser from 
transferring funds to the United States to 
make the payment due, the insurance writ- 
ten by the Export-Import Bank of Wash- 
ington may extend to 100 per centum of 
the total contract price. 

(c) As used in this section “contract 
price” shall include any insurance, freight, 
or other charge paid or to be paid by the 
exporter, and charges for services fur- 
nished by the exporter as an incident of 
the export sale. 

Sec. 5. The total value outstanding at 
any one time of insurance issued by the 
Export-Import Bank of Washington as 
authorized under this Act shall not ex- 
ceed five times the amount of insurance 
capital stock authorized under section 3 
of this Act. 


Sec. 6. Subject to the limitations pro- 
vided in sections 4 and 5 of this Act, the 
Export-Import Bank of Washington 
through its Foreign Trade Insurance Di- 
vision shall from time to time determine 
the conditions under which it will extend 
insurance, either directly or in participa- 
tion with other insurers, as authorized 
under this Act, and shall establish from 
time to time reasonable premiums to be 
charged for such insurance. It is the pol- 
icy of the Congress that insurance or 
reasonable terms shall be made available 
to exporters of all the classes of com- 
modities in United States exports on 
reasonable terms and as expeditiously as 
possible. 

Sec. 7. The authority granted under 
this Act shall be in addition to and not in 
replacement of any authority granted to 
the Export-Import Bank of Washington. 

Sec. 8. The Export-Import Bank of 
Washington shall include in its semiannual 
report to Congress as required under the 
Export-Import Bank Act of 1945 a sepa- 
rate section giving a complete and detailed 
report of the operations of the Foreign 
Trade Insurance Division created by this 
Act. 

Sec. 9. The Export-Import Bank of 
Washington shall, so far as practicable, 


maintain in the major export centers of 
the United States regional or district rep- 
resentatives who shall be qualified to ac- 
vise exporters on its policies and practices. 

Sec. 10. The manager of the Foreign 
Trade Insurance Division shall appoint an 
advisory committee composed of persotis 
experienced in United States export policy 
and practice. The membership of the ad- 
visory committee shall, so far as prac- 
ticable, be broadly representative of the 
various types of United States exporting 
concerns, large and small. The manager 
of the Foreign Trade Insurance Division 
shall consult with the advisory committee 
from time to time concerning the broad 
policies, programs, and insurance policy 
provisions of the Division. 

Sec. 11. This Act may be cited as the 
“Export Insurance Act of 1946.” 


Federal Reserve 
Continues Curb On 
Regulation Violators 


On June 14, 1946, Federal Judge 
Ernest A. O’Brien of the United 
States District Court for the East- 
ern District of Michigan imposed 
sentence upon Consumers Home 
Equipment Co. and Avery B. Chere- 
ton, its president, for violating the 
terms of an injunction issued on 
July 19, 1945, enjoining them and 
their agents from making instalment 
sales of listed articles without ob- 
taining the down payment required 
by Regulation W of the Board of 
Governors of the Federal Reserve 
System. Chereton was sentenced to 
serve one year in an institution to 
be designated. The corporation was 
sentenced to pay a fine of $2500. 
Chereton’s sentence was made to run 
concurrently with one of equal 
length imposed by Judge O’Brien in 
connection with Chereton’s convic- 
tion for violating OPA regulations. 

Judge O’Brien stated in part as 
follows : 


“The overwhelming weight of 
such testimony conclusively estab- 
lishes the defendant corporation and 
A. B. Chereton individually, violated 
the terms of said injunction in mak- 
ing instalment sales of so-called 
listed articles without securing the 
one-third down payment required by 
Section 4 of Regulation W of the 
Board of Governors of the Federal 
Reserve System.” 

It will be remembered that we re- 
ported an earlier conviction for vio- 
lation of Regulation W in the De- 
troit area in the May issue. 
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AN EDITOR VIEWS BUSINESS 


Credit and Market Research May Go Together 


in labor disputes was regis- 
tered in 1919 with 3,630 which 
involved 4,160,348 workers. 
In 1920 the disputes eased to 3,411, 
and the total workers involved de- 
clined to 1,463,054, or about 35 per 
cent of what they were at the 1919 
top. Incidentally, May was the big 
trouble month in both those years. 
Whatever comes from the labor 
legislation passed or pending in Con- 
gress, it seems safe to assume that 
the pendulum has stopped swinging 
to the labor side. Labor has moved 
into the vulnerable position of Big 
Business in the nineties, and invites 
its own Anti-Sherman Law unless it 
decides to enter the third stage of 
relations with management, namely, 
cooperation. Julius Hochman, in a 
recent magazine article, labeled the 
three stages as war, truce and co- 
operation. 


s After World War I the peak 
Mi 


First Things First 


If I have started off with labor 
first in talking to you about business, 
I know you will understand it is for 
the purpose of taking up first things 
first. There would not be much use 
in discussing business possibilities 
if we are to continue with the pro- 
duction “stop and go” of the last 
seven or eight months. I suppose 
the principal thing that has under- 
written these disturbances, of course. 
is the huge backlog of demand, and 
most especially the assurance that 
there are means to satisfy that de- 
mand. 

As far as demands are concerned, 
Wwe can pass over them quickly, not- 
ing merely that they are not only 
war deprivations, but wants which 
were built up in the depression years 
as well. Certainly there are dupli- 
Cations and millions of them, in the 
items which market surveys have 
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Neg iddress before the luncheon-forum of the 
ew York Credit Men’s Association on Thurs- 
ay, June 6, 1946. 
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blandly declared were actual sales 
whenever the goods became avail- 
able. And most certainly no such 
actual sales will ever be made unless 
the formula of “more goods to more 
people at ever lower prices” finally 
gets less lip service and more prac- 
tical work-out on a nation-wide scale. 


Money Supply 


It is the money to back up con- 
sumer demands which is the crux of 
what shapes up ahead in a business 
way—current income and savings, 
and how they will be spent. The 
disposable income of individuals is 
lower, of course, than it was in the 
war years, and the savings rate has 
decreased. People were saving as 
much as 29% during the war years, 
and are now saving only 14%. How- 
ever, this is still better than the pre- 
war rate, which was only 10 to 12%, 
even in years of peak prosperity. 

The money supply today, depos- 
its and currency in circulation out- 
side the banks, is three times what it 
was in 1939 when World War II 
started. Ordinarily that would 
mean there ought to be no trouble 
about the wherewithal to pay for 
whatever is wanted when it becomes 
available. That is knowledge which 
provides the sparkplug of labor ac- 
tion, and possibly has encouraged 
some producers as well to hold up 
settlements in the hope of larger 
profits. 

The one little bug in this sure- 
thing bet, however, is that the ques- 
tion of who owns all this money sup- 





ply has not yet been answered. If 
this backlog of potential demand is 
restricted to a minor percentage of 
the population then chickens are be- 
ing counted that won’t be hatched. 


Who Has the Savings? 


On this point let me cite from a 
recent study issued by the National 
Industrial Conference Board, titled 
“Deflation or Inflation?” Dr. Jules 
B. Backman, of New York Univer- 
sity, and adviser to various govern- 
ment agencies, and Martin R. Gains- 
brugh, chief economist of the Con- 
ference Board, are its authors. 

“There is no conclusive evidence 
as yet* as to the distribution of war- 
time savings by income groups, or 
as to what part of these savings will 
be spent,” these experts write. “Es- 
timates of the distribution of war- 
time savings range from the CIO’s 
findings that the low-income groups 
benefitted little, if at all, from such 
savings, to the estimates recently 
distributed by the Institute of Life 
Insurance to the effect that 45 per 
cent of all wartime savings were 
held by those with incomes of less 
than $5,000 and nearly 10 per cent 
by those with incomes of less than 
$2,000. Another widely cited esti- 
mate was recently released by the 
U. S. Bureau of Labor Statistics. 
This study, which covered 1,700 con- 
sumers in 102 urban communities, 
found that in 1944 urban families 
with lower incomes (apparently 
families with incomes up to about 
$2,000, or approximately a fourth 
of all city families of two or more 
persons) ‘accumulated no reserves.’ 
The Bureau of Labor Statistics find- 
ings in this survey ‘suggest that the 
total bond holdings at income levels 
below $2,000 do not comprise much 
of the backlog to be used for pur- 


* Since this talk was delivered the Bureau of Agricultural Economics, 
US_ Department of Agriculture, has issued a study on the ownership of 
liquid assets, a summary of which is printed in the June Bulletin of the 


Federal Reserve Board. 
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chases of goods coming back on the 
civilian markets.” 


Over-All Theory Dangerous 


The point or moral of this quota- 
tion is that there is danger in using 
over-all figures or an over-all the- 
ory. They may look good, but some- 
times they don’t produce the ex- 
pected results. For example, as long 
as we are on the subject of money 
supply, let us examine the argument 
that you balance the Federal bud- 
get, and, like Lydia Pinkham, you 
cure “all manner of ills.” 

Well, the budget was balanced in 
1920, and surpluses continued up to 
and including the 1929 crash, and 
for still another year. The money 
supply, which is now supposed to be 
the villain in the inflation plot, kept 
increasing in spite of balanced bud- 
gets, and finally jumped by more 
than 17 billions. Let me emphasize 
emphatically. that I am making no 
argument against a balanced budget, 
and certainly not before a gathering 
such as this. My remarks are di- 
rected only at the Lydia Pinkhams 
who keep saying that a bottle of bal- 
anced budget will cure everything. 
The answer is: It didn’t. 

I might quote here from a re- 
cent issue of The Economist, very 
briefly and to wit: “And speaking 
generally, neither inflation nor defla- 


tion is now conceived primarily as a . 


monetary problem.” 


Supplies Thin 


Monetary mechanics are therefore 
ruled out by this authority. So, re- 
turning to the basic matters of sup- 
ply and demand, we assumed that 
supply would begin to straighten out 
once the major labor troubles are 
over and production gets rolling. 
But before it does we are promised 
two or three critical months by Ci- 
vilian Production Administrator 
Small, who cites thin supplies of 
certain materials made scarce by 
the coal stoppage, the steel strike 
and numerous other tie-ups. Gen- 
eral Motors recently reported a net 
of 143 stoppages affecting its various 
divisions. 

And coupled with the labor walk- 
outs have been OPA regulations 
which have switched many manufac- 
turers to making what pays most 
profit at the ceilings, and not what 
is in most demand and can’t be made 
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except at a loss under the regula- 
tions. Let’s hope the Price Control 
Act in its amended form will banish 
some of the schemes that have only 
been holding up production and cre- 
ating the very results which the Act 
was supposed to prevent. 

The combination of labor dis- 
turbances and unrealistic OPA reg- 
ulations has brought about a serious 
unbalance in supply, rather than 
over-all shortage. One might imag- 
ine that the country’s producing ma- 
chinery was at a complete stand- 
still, according to some versions of 
the state of affairs. Actually, for 
the seven months following V-J 
Day, that is, up to the end of April, 
the Federal Reserve Index of indus- 
trial production averaged 35 per cent 
higher than it did for the five years 
before the war. The recent average 
has been 162 against an average of 
120 for the period 1937 to 1941. 


Retail Figures High 


If additional proof is desired one 
may turn to retail trade and find that 
so far this year department store 
sales have been running 25 per cent 
above the dollar volume of 1945 and 
the sales index stands 80 per cent 
over 1941. Shortages have been 
pronounced in various departments, 
but, obviously, the merchandise busi- 
ness is not done with mirrors and 
there have to be goods to establish 
the gains. 

It is supply unbalance which is 
furnishing the shortage dramatics. 
If production is running 35 per cent 
ahead of pre-war years, with the 
great automobile industry operating 
at less than half throttle, or 40 per 
cent of its 1941 rate, what must 
some other industries be doing? It 
was this thought, no doubt, which 
led Dr. C. T. Murchison, president 
of the Cotton Textiles Institute, to 
say last week before a meeting of 
manufacturers that it was his con- 
viction that the scarcity of most 
goods is “more apparent than real.” 

Dr. Murchison, along with several 
other authorities, recently professed 
to see a vivid reminder of what hap- 
pened in 1919 and 1920 in the cur- 
rent situation. While purchasing 
agents, at their convention in Chi- 
cago, admitted that there was a great 
deal of order duplication going on in 
the effort to obtain scarce supplies, 
they also estimated that such dupli- 
cation did not account for more than 


10 per cent of the orders placed. 
One speaker asserted that the water 
would soon dry out of order books, 
once production really got rolling. 


1920 Again? 


The possibility that 1920 may 
happen all over again, however, is 
not too remote, although it may be 
at least a year away. The same fran- 
tic desire to build inventories is 
present now, and the only feature 
lacking is the upward surge of 
prices which shot the wholesale 
level 22 per cent higher from Ar- 
mistice Day in 1918 to its peak of 
245.5 in May of 1920. But that 
price rise seems to be in the making 
now as the wage-spiral begins to 
really spin. 

If the price advance can be kept 
within bounds until full production 
begins to bring its corrective in the 
shape of increased competition, then 
there are good grounds for believ- 
ing that a repetition of 1920 may be 
avoided. The price inflation we have 
experienced so far has not been so 
much in actual price as it has been 
in quality deterioration. Quality 
can be restored gradually as condi- 
tions permit and competition re- 
quires. In this way it is possible 
that the kind of collapse which means 
tremendous order repudiation and 
inventory write-downs may not oc- 
cur. 


Business Financially Sound 


Another bulwark possessed by 
business this time is that as a gen- 
eral rule it is well fixed financially. 
Banks cannot pull the string as they 
did in 1920, and a more orderly liqui- 
dation is possible if it becomes nec- 
essary. Still a third reason for be- 
lieving that we may avoid disaster 
if developments are favorable other- 
wise is connected with the distribu- 
tion of income, lower interest rates, 
and our improved system of amor- 
tizing debt. The question of who 
owns our huge savings is still un- 
answered and it may be that we will 
again see overall parades and pro- 
tests against the high cost of living. 
The chances are, however, that the 
necessities of life will be taken care 
of pretty well before many months 
pass, and complaints will be lodged 
chiefly against luxuries and semi- 
luxuries. That is not quite so sefi- 
ous, although it may bring nasty set- 


CREDIT AND FINANCIAL MANAGEMENT, July, 1946 





ba 


















































are 
pu 


Th 
an 
cal 
sta 
the 


ot 
wa 


col 
the 
sof 
ing 
tex 
ove 
ahe 


are 


jus 


the 











backs to business here and there. 


Buyer’s Market May Be Near 


Great numbers of trade buyers 
are now on hand in this market for 
purposes of fall buying—or maybe 
just to find out what they cannot get. 
The seller’s market will still prevail 
and in checking your accounts you 
can be just as choosy as the selling 
staff. But there are some signs, 
though not too many as yet, that this 
may turn out to be the last real sell- 
er’s market. At the recent house- 
wares show in Atlantic City quite 
a few manufacturers were willing to 
concede that the buyer would be in 
the saddle at the next affair. In the 
soft goods lines production is creep- 
ing up. The hard pressed cotton 
textile lines are able to show an 
over-all output that is 12 per cent 
ahead of 1939 and the workers who 
are now returning to the mills are 
skilled hands who are replacing the 
makeshift labor of wartime. 

Complaints are usually heard at 
about this point after a war that la- 
bor productivity is in a sad way. I 
would like to call your attention to 
the fact that in 1920 some leading 
industrialists were lamenting a re- 
duction of 20 to 30 per cent in labor’s 
productivity at a time when output 
per man hour was making one of 
its sharpest gains. 

So it is fairly safe to assume that 

history will repeat itself, and that 
| improved training, more efficient 
| processes and new materials will be 
adopted by manufacturers to offset 
some of the thumping wage rate 
gains that have recently been grant- 
ed. Production therefore may speed 
up faster than some of us imagine 
and bring an end to the seller’s para- 
dise. It will usher in also the time 
when credit executives will have to 
harden up their mental muscles. 


New Business Report 


The Commerce Department has 
just issued a report upon the number 
of new businesses started up in the 
last two years and adds a warning 
that while the total number of en- 
terprises is not out of line, there are 
certain fields in which the pre-war 
number has already been exceeded 
In spite of war-time mortality. 

So for the credit executive there 
will be a great deal more than rou- 
tine checking of accounts over the 


next few years. He will have to 
study population shifts, the regional 
trend of industry, the changes in 
competitive standing, labor stop- 
pages, tax credits and debits, and a 
host of matters which were almost 
taken for granted in the easier days. 
Because so much depends, in the 
competitive contest that looms ahead, 
upon having complete and reliable 
marketing information, I have often 
thought that marketing research 
ought to be closely hooked up with 
the credit function. The informa- 
tion collected for credit checking is 
the basic information required for 
intelligent sales direction and the 
role of the credit man in the future 
might well embrace both credit and 
marketing research. Credit men 
would not then be known as the “No 
men” of business. They would also 
be “Yes men,” giving the nod to the 
sales department on profitable ter- 
ritory and worth-while customers. 


Business Intelligence 


Of one thing we can be certain, 
as production expands and competi- 
tion takes on a keener edge, business 
intelligence will play just as vital a 
part in achieving success as military 
intelligence achieved for our armed 
services in the war. In place of maps 
there will be charts of business ac- 
tivity based on the figures of indus- 
try and trade. Inventories and 
prices will be scanned closely for 
clues to future movements. The re- 
ports of salesmen, the comment of 
customers, all must be studied with 
unusual vigilance. 

For a time we may have a “phoney 
war,” but there is one thing upon 
which all business men seem to agree. 
It is that the next competition will 
be the toughest thing on record—a 
real business blitz. 

It will be hard going, but out of it 
will come that bigger and still better 
America which is never content and 
must always forge ahead. 





Georgia Credit Men 
Elect New Officers 


Atlanta: The Georgia Association of 
Credit Men has elected R. F. Anderson, 
Westinghouse Electric Supply Co., to be 
President for the coming year. R. G. 
Martin, Tripod Paints, Inc., is First Vice- 
President; E. W. Schilling, The Bank 
of Georgia, Second Vice-President, and 
E. C. Becker, Ray Lang, Inc., Treasurer. 
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All False Matter 
Sent by Mail 
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There seems to be a miscon- 

a ception of the nature of the 

violation in cases which have 

to do with the mail fraud stat- 

ute as applied to the issuance of false 
financial statements. 

The statute of limitations runs 
neither— 

(a) From the date of the state- 
ment, nor 

(b) From the date of the ship- 
ment of any merchandise by reason 
of the statement or any reliance 
thereon. Neither of these elements 
are controlling. 

The mail fraud statute is very 
clear. It has to do solely with the 
use of the mails and the statute starts 
running only from the date of the 
last mailing of any matter pursuant 
to a scheme to defraud. Get this 
clearly: It is a scheme to defraud 
to procure or attempt to procure 
merchandise through the means of a 
false financial statement. In this re- 
spect a false financial statement case 
is no different from any other kind 
of a scheme to defraud or any other 
attempt to get money or property 
by means of false pretense. True, 
the false pretense in this kind of a 
case is the misrepresentation of one’s 
financial condition, but that is not 
the gravamen of the offense. To re- 
peat, this is a mail fraud and the 
offense is the use of the mails. 

It is, of course, the law that the 
illegal mailing must be pursuant to 
the scheme. In other words, not 
every letter sent by a defendant af- 
ter the issuance of a false financial 
statement may be a letter which is 
violating the statute because it may, 
on the other hand, be a letter which 
has nothing to do with the scheme. 
In that sense, if the financial state- 
ment itself were mailed, it would 
obviously be pursuant to the scheme 

(Continued on page 34) 











= It happens that my assign- 
ments with my company have 
kept me in close contact with 
our Credit Department and its 
problems for many years. Working 
in cooperation with the Credit De- 
partment, as a representative of man- 
agement, I have learned, at first- 
hand, what the Credit Department 
can do for management. I have also 
seen how management’s thinking can 
influence and guide successful credit 
operations. Therefore, I am prob- 
ably in position to state exactly what 
the management of my company ex- 
pects of its Credit Department. 

In order to give you an under- 
standing of our credit problems, I 
believe it would be well to familiar- 
ize you to some extent with the na- 
ture of my company’s business. 

Marathon Corporation manufac- 
tures wood pulp, paper, and paper- 
board, and is a converter of these 
products, as well as cellophane, foils, 
etc., which are fabricated into pack- 
ages and packaging materials for 
the food industry. A _ substantial 
portion of our sales is made direct 
to food plants and food processors. 
Another portion of our sales is di- 
rected to wholesalers, chiefly paper 
and grocery jobbers. A third mar- 
ket is corporate chain store organi- 
zations. Our markets are varied, 
and distribution is on a national ba- 
sis. Currently, we are servicing 
over 5,000 customers, from very 
small to very large. They are locat- 
ed in small villages as well as in the 
principal cities. Our customers could 
be broken down into approximately 
60 major classifications based on the 
type of products we sell them. Our 
sales for this year are budgeted at 
$32,000,000.00. Last year, the to- 
tal number of our invoices was some- 
what over 56,000, for an average of 
approximately $566.00 per invoice. 
We have 80 sales representatives, 
located throughout the United 


WHAT MANAGEMENT EXPECTS 


Credit Policy Should be Sound and Workable 
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States, living principally in the larg- . 


er cities. 


What Management Expects 


With this background of Mara- 
thon’s business, I shall now outline 
to you what Marathon’s manage- 
ment expects of its Credit Depart- 
ment: 

Rule No. 1. To formulate a credit 
policy, review it as conditions war- 
rant, have it approved by the man- 
agement, and see that it is exe- 
cuted. 

Rule No. 2. To tie in the personnel, 
policies, and procedures of our 
Credit Department with those of 
the Sales Department. 

Rule No. 3. To associate the per- 
sonnel and policies of our Credit 
Department with our customers 
and sales representatives on a 
personal, human basis. 

These are the three rules by which 
our entire credit operation is guided. 
They are simple rules when stated 
that way. But it takes constant ef- 
fort to stick to them and avoid 
“stretching” them. They are sound 
rules, and over the years they have 
proved their soundness in dollars 
and cents. They are “workable” 
rules when you have the wholeheart- 
ed cooperation of the Credit Depart- 
ment, Sales Department, and man- 
agement, as our company has had it. 


First Rule 


Referring to Rule No. 1—formu- 
lating, reviewing and executing a 
credit policy—it is necessary that 
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our credit policy be tied in with our 
sales policy of “Selective Selling.” 
From a credit man’s standpoint, 
“Selective Selling” means inspection 
of a potential customer and approval 
by the Credit Department before the 
account is solicited by the Sales De- 
partment. We have two good rea- 
sons for this policy: 


1. It prevents a salesman from 
wasting his time working on 
undesirable accounts. 

It prevents a possible misun- 
derstanding with a concern 
whose credit situation might 
be questioned today but per- 
fectly good tomorrow. We 
want no quarrel with the ac- 
count which we might have to 
reject for credit reasons. Con- 
stant review by our Credit De- 
partment usually detects credit 
improvement and, from time 
to time, certain accounts are 
taken from the “don’t-call” 
classification and opened to 
solicitation by our salesmen. 


to 


Should Keep Informed 


The formation of policies calls for 
the contribution of both ideas and 
facts by the Credit Department. The 
credit manager and the Credit De- 
partment personnel are expected to 
keep themselves informed on ger- 
eral economic and business trends. 
Likewise a thorough understanding 
of general business problems is need- 
ed as a basis for the intelligent exe- 
cution of policies and for keeping 
them sufficiently flexible to meet 
changing conditions. 

As to Rule No. 2—tieing in the 
Sales and Credit Department activi- 
ties—Marathon’s management feels, 
very emphatically, that Credit De- 
partment personnel and _ policies 
should be closely tied to the policies 
of sales and sales personnel. We 
insist that our Credit Department 
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policy be “sold” to all sales person- 
nel, to sales managers, salesmen, and 
sales correspondents—from the top 
executive to the junior salesman. At 
Marathon, the two departments are 


so tied up that three former Credit. 


Managers of our company are now 
in important sales positions. It is 
not unlikely that in the future some 
of our present Credit Department 
people will also be part of our sales 
staff. And it is not at all unlikely 
that we might some day select a 
Credit Manager from within the 
Sales Department. There is defi- 
nitely a close and understanding re- 
lationship between the two depart- 
ments. 


Personal Contact 


Referring to Rule No. 3—to put 
credit relations on a man-to-man, 
personal acquaintance basis—Mara- 
thon’s management demands that our 
Credit Manager, and his assistant, 
be personally acquainted with every 
sales executive, every salesman, and 
most of the sales staff of our com- 
pany. We require our Credit Mana- 
ger to know the industries we serve 
and to know our customers and their 
problems. This knowledge must be 
gained by personal calls—by travel- 
ing and visits and actual in-the-plant 
observation. When a credit contro- 
versy arises, we expect our Credit 
Manager to settle it personally, 
across the customer’s desk, rather 
than by the “remote control” of cor- 
respondence. We firmly believe that 
there is no substitute for this person- 
to-person method. Our experience 
proves that when people know each 
other, there is a good chance that 
differences can be settled in friendly 
fashion. Some of our very loyal 
customers became fast friends of 
Marathon through friendly settle- 
ment of such difficulties. 

These are the three points on 
which Marathon’s credit operations 
are built: first, a sound credit pol- 
icy, kept fresh and up-to-date; sec- 
ond, close cooperation with all sales 
and service policies and all sales 
people; third, sympathetic under- 
standing of the business problems of 
our customers and a “personalized,” 
“human” handling of credit affairs. 


Does It Work? 


Now, as practical, experienced 
credit men, you are probably saying 


and rightly so: ““That’s fine. That’s 
a good set of rules. But does it 
work?” To which my answer is: 
Yes, it works. It does what Mara- 
thon’s management wants it to do. 
It gets the results which our com- 
pany’s management expects of the 
Credit Department, and I’m glad to 
give you the “proof of the pudding” 
in the following facts and figures. I 
shall begin with the year 1939 and 
review for you our average monthly 
gross sales, our average monthly re- 
ceivables, our average monthly days 
sales in receivables, bad debt losses, 
and the per cent of our bad debt 
losses, which are as follows: 


Average Average 

Monthly Monthly 
Year Sales (Gross) Recewables 
1939 $1,069,000 $ 983,000 
1940 1,215,000 1,128,000 
194] 1,463,000 1,408,000 
1942 1,720,000 1,457,000 
1943 2,010,000 1,480,000 
1944 2,302,000 1,496,000 
1945 2,507,000 1,653,000 
1946 (6 Mo.) 2,750,000 1,870,000 


Payment from 1926 Debts 


A very interesting sidelight on the 
recovery which resulted in the credit 
to our bad debt account during the 
last several years is the fact that 
among the payments that went to 
make up these recoveries were sev- 
eral payments on accounts originat- 
ing back in 1926, ’27 and ’28. These 
accounts, of course, were outlawed 
long ago, but several of them have 
recently been paid up by debtors 
wishing to clear their records. 

A study of the figures on average 
day’s sales and average monthly re- 
ceivables quickly indicates that had 
our average day’s sales outstanding 
remained at the point they were in 
in 1939, our company would have re- 
quired an additional capital invest- 


ment in accounts receivable of ap- 


proximately $1,000,000. 

I do not believe we have ever com- 
pared our accounts receivable and 
bad debt losses with other like com- 
panies, but because of the very, very 
small bad debt losses which we have 
had, we feel this is one of the indica- 
tions that our credit policy actually 
works, 





The above is a transcript of an address given 
by Mr. Croy at the 29th annual conference 
of the Wisconsin-Upper Michigan Association 
of Credit Men, held at Manitowoc, Wisconsin, 
on May 1, 1946. 
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Rhode Island Credit Men 
Re-elect S. J. Hoffman 
to Head Association 


Providence: At the Annual Meeting or 
the Rhode Island Association of Credit 
Men, Sydney J. Hoffman, of the Frank- 
lin Auto Supply Company, was re-elected 
President. Other officers re-elected to 
serve with him were as follows: First 
Vice-President, Joseph F. Madden, Nich- 
olson File Co.; Second Vice-President, 
Emil Doudera, American Silk Spinning 
Company; Secretary, Rose A. Savage, 
The Foxon Company, and Treasurer, 
Warren E. Tillinghast, Providence Paper 
Company. 

Henry T. Farrell was reappointed Ex- 
ecutive Secretary of the Association and 
Manager of the Adjustment Bureau. 


Average Day's Bad Debt Losses 
Sales in % of 
Receivables Amount Sales 
30.4 $ 8,674 067% 
30.9 19,417 132% 
32.8 23,693 134% 
26.9 14,505 070% 
24.2 (2,092) Credit 
21.0 (1,198) Credit 
20.6 (1,848) Credit 
20.9 ( 657) Credit 


Morris Associates 
Executive Committee 


Meets at Philadelphia 


The Executive Committee of 
= the Robert Morris Associates 
ls met recently in Philadelphia to 
discuss the expansion of their 
research activities, the promotion of 
additional Chapters and to outline 
the plans for membership policy. 
This association of bank credit men 
now numbers 530 banks, 1360 indi- 
viduals, located in 226 cities through 
the United States and Canada, and 
represents approximately 75% of 
the deposits of all commercial banks 
in this country. 

The meeting also heard plans be- 
ing made by the New England Chap- 
ter, who will act as hosts at the Fall 
Conference of the Associates at the 
New Ocean House, Swampscott, 
Massachusetts, September 30, Octo- 
ber 1 and 2. Mr. Walter L. Dris- 
coll, a director of the Associates, is 
General Conference Chairman. 

President K. K. DuVall also ap- 
pointed a Nominating Committee, 
and the directors set August 30 for 
the date of the Annual Meeting and 
election of officers. 


11 








THE INSURERS’ POINT OF VIEW 


Executive Takes Issue with Credit Insurance Critic 


Having just returned from 
service I do not enjoy the pros- 
pect of becoming reacquainted 
with Credit and Financial 
Management through the medium of 
a debate. However, there was a note 
at the end of Mr. Everberg’s article 
in the current issue that “some peo- 
ple may disagree with some of his 
conclusions. If so, we want to hear 
about them.” I imagine you really 
do expect to hear and I don’t want 
to disappoint you. Frankly, I believe 
that Mr. Everberg has been rather 
unfair ir. his manner of presentation. 
I shall not say that he was wilfully 
unfair. I prefer to believe that lack 
of knowledge was his undoing. We 
knew Mr. Everberg as manager of 
the service departments in Pitts- 
burgh and Cleveland for the London 
Guarantee and Accident Company. 
His work there was concerned pri- 
marily with the servicing of delin- 
quent and insolvent accounts. To 
our knowledge he did not act as 
agent, nor underwriter, nor did he 
work in the executive office of that 
company. At the very beginning of 
his discussion of credit insurance he 
presumes a premise, introduces an 
inference, and within the space of 
three paragraphs misstates a fact. 


Premise 


May I quote: “When the average 
credit man feels he needs credit in- 
surance he is usually thinking of 
some individual credit risk which 
needs strengthening.” That opinion 
—and it is strictly an opinion—is not 
endorsed by those who sell this form 
of protection, by the underwriters in 
the executive office, nor by those few 
policy holders who have made defi- 
nite statements regarding this. A 
policyholder wrote the following 
 * his is a letter written to the editor in 
answer to the article by Carl B. Everberg on 
Subordination Agreements and Credit Insurance 


in the May issue of Credit and Financiai 
Management. 
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statement which directly contradicts 
Mr. Everberg’s assumption : 

“Sound banking principle and 
practice require adequate collateral 
furnished by debtors to banks. In our 
industry and in many others it is not 
practicable to require collateral for 
obligations of customers created by 
sums of goods on open account. 
Your credit insurance policy pro- 
vides ample collateral for capital in- 
vested in accounts receivable and, 
also, in many instances for, at least, 
part of the profit expected. 

“While reasonably liberal, we are 
very careful in granting credit. In- 
formation from mercantile agencies 
and other sources is not always ac- 
curate and it is not guaranteed; but 
by far the greatest danger and most 
losses result from causes that de- 
velop after goods are shipped or 
were not apparent at that time. 

“Some credit loss percentage of 
annual sales must be expected, but 
we don’t know and no other creditor 
knows in advance whether it will be 
Y% of 1%, 2% or 4% or 5% or 
more, and there is no way to control 
this except with credit insurance and 
that is why we carry your policy. It 
gives us confidence and release from 
worry in our credit selling.” 

That policyholder based his re- 
marks on 15 years’ experience as a 
creditor protected by credit insur- 
ance. 

We are willing to and we do guar- 
antee individual accounts, but only 
when we believe they are submitted 
to us in good faith by the creditor 
and not because they “need strength- 
ening.” Creditors who make a prac- 
tice of submitting questionable ac- 


counts soon learn that they cannot 
receive consideration of any account. 


Inference 


Mr. Everberg next infers that 
general coverage policies are forced 
on our customers since he refers to 
them as being preferred by the in- 
surance companies. I think the let- 
ter already quoted from a policy- 
holder is sufficient to indicate that 
creditors purchase general coverage 
policies not because one or another 
account “needs strengthening”. but 
because creditors recognize credit 
risks and wish to protect their re- 
sources against credit losses. He 
next writes, “that a general coverage 
policy increases the premium.” The 
larger the risk, the larger the pre- 
mium, is the answer to that—a prac- 
tice with which he agrees in the 
paragraph beginning at the bottom 
of page 13. 

Finally, we come to what I refer 
to as a misstatement of fact: ‘In the 
conventional individual debtor poli- 
cy,’ Mr. Everberg wrote, “there is 
no normal or initial loss, though the 
insurance company fortifies itself 
somewhat by co-insurance of a great- 
er or lesser percentage according to 
its judgment of the debtor’s financial 
stability.” 

We have two types of individual 
debtor policies. Under the one we 
insure against loss in excess of a 
stated sum. In the one is a fixed per- 
centage of co-insurance, in the other 
the factor of initial loss. Mr. Ever- 
berg certainly should have been ac- 
quainted with these policies since 
they have been in use by London 
Guarantee and our Company for 
more than 10 years. 


Credit Insurance Not New 


I shall even question his statement 
that credit insurance is a relatively 
‘new branch. In the catalog of the 
Library of Congress, under the gen- 
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eral heading of credit insurance, is a 
pamphlet printed in 1837. We know 
that credit insurance has been writ- 
ten since 1888, and have good rea- 
son to believe that policies were is- 
sued prior to that time. Our own 
Company is 53 years old, which is a 
fairly good age for commercial com- 
panies in the United States. The 
London Guarantee and Accident 
Company has engaged in underwrit- 
ing credit risks since 1904. I quibble 
with his statement because unin- 
formed persons reading his state- 
ment would have no idea of the his- 
torical background of credit insur- 
ance. 

This historical aspect of credit 
insurance is also of importance when 
discussing the insolvency provisions 
of the policies. If we are to insure 
against loss both parties must be 
sure of the definition of that ‘word, 
so we base loss on insolvency of 
debtors as defined in the policies. 
From the very beginning of the busi- 
ness it was the carrier’s intention 
that only those forms listed in the 
policies would be considered the 
bases for claims. When the courts 
decided otherwise in 1900 and 1901 
the policies were rewritten to clarify 
the original intention. 

Please note that I use the word 
clarify, whereas, Mr. Everberg 
charges that this is a contraction of 
coverage “by skillful manipulation 
of words so as to be proof against 
court interpretations favoring the 
policy holder.” My contention may 
be verified by examining the pam- 
phlet, “A Novel Credit System” by 
L. Maybaum, LL. B., of Newark, 
New Jersey. This pamphlet deal- 
ing with the organization of the 
United States Credit System Com- 
pany was printed in 1888. Credit 
insurance companies recognized that 
delinquent accounts might also be 
accepted as though insolvent, so the 
companies added the provision that 
a past-due account filed before it was 
more than a stated number of days 
past due would be recognized as an 
insolvency. 


Majority Advantage 


Admittedly, some creditors may 
not wish to make use of this provi- 
sion. Others may want to use it 
generally but be permitted to make 
exceptions in the case of certain 
well-regarded debtors. Others 
might want the period extended to 


6 months, 1 year, 2 years, 5 years or 
any period, but our policies must be 
practical so the rule of the greatest 
good for the greatest number must 
prevail. If, on occasion, a creditor 
does not wish to file a delinquent 
account within the specified period 
of time, but later decides that the 
account is worthless, he may then 
create a form of insolvency by insti- 
tuting proceedings with the coopera- 
tion of two other creditors to have 
the debtor adjudicated bankrupt. 
Please note that the debtor need not 
be adjudicated bankrupt but simply 
that proceedings be instituted. 

I hesitate to quarrel with Mr. Ev- 
erberg on the basis of the 4 court 
cases cited for the simple reason that 
I am not a lawyer. May I empha- 
size, however, that none of these 
cases was confined to the issue of 
insolvency, though the manner in 
which they are cited in the article 
might lead the reader to that con- 
clusion. 

In the first case cited there is the 
clear impression by use of the words, 
“recent decision” that the case itself 
was very recent. That litigation be- 
gan in 1931, though the final decisi- 
sion was granted only last year. 
The carrier involved is not now 
engaged in underwriting credit risks, 
having retired from this field 13 
years ago. The next case (98 Pa. 
Sup. Ct. 144) was a 1929 case. The 
other 2 were respectively of 1900 
and 1901 vintage. I mention the 
age of these cases because I wonder 
why the writer went back so far for 
legal decisions, yet reviewed loss ra- 
tios only for the past 10 years. Why 
not at least give us the benefit of 
including the great depression? 


Broader Policies Costlier 


Possibly, we could broaden the 
policies, but there would then be a 
question as to whether the added 
benefits would apply to the majority 
of policyholders and thus justify 
the additional cost to all of them. 
Let me compare this to life insur- 
ance policy: An individual can buy 
life insurance for the standard whole 
life premium and, according to the 
terms of the policy, will be covered 
while riding in an airplane on a reg- 
ularly scheduled commercial airliner. 
If he wishes to engage in flying as a 
sport, he can have his life insurance 
protection extended to cover that 
activity in return for an additional 
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premium. Since most individuals 
prefer to pay the lower cost even 
though this means accepting a more 
restricted contract, life insurance 
companies prefer to let the broad- 
ened provision be available at the 
option of individuals. On many 
occasions we, likewise, have extended 
protection to cover specified addi- 
tional risks for an additional pre- 
mium. Like any other business firm 
we are happy to accommodate our 
customers and they, in turn, are 
willing to pay for that service. 
Surely, we should not impose on the 
majority of our policyholders an ad- 
ditional premium for an extension 
of coverage which would _ benefit 
only a few. 


Insolvency 


Next comes that provision of in- 
solvency based on a debtor’s busi- 
ness being “assigned to or taken 
over by a committee, appointed by 
a majority in number and amount 
of his creditors.” If the committee 
simply intends to supervise the debt- 
or’s affairs, our policyholder again 
need only institute proceedings. In 
fairness to other policyholders we 
should not pay a loss on an account 
when the creditor himself is willing 
to continue that firm in business and 
participate in its management, at 
least, in a supervisory capacity. The 
taking over of a business by a credi- 
tor’s committee clearly terminates 
the debtor’s control of the business, 
while mere supervision of the debt- 
or’s business by the committee is 
analogous to granting an extension 
of time for liquidation of the debts. . 
Extensions, too, according to the 
author, should be regarded as insol- 
vencies and the insurance company 
should be willing to settle with the 
indemnified as though the debtor 
were insolvent. The matter is not 
so simple. Our policy is intended to 
secure the creditor against loss If 
a debtor requests extension, the pol- 
icyholder has the option under most 
forms of policies of filing the ac- 
count before it becomes a stated 
number of days past due, thus es- 
tablishing a claim as though the 
debtor were insolvent. 

In our policy of guarantee the in- 
demnified has stated that his terms 
of sale are for a stated period of 
time and this is one of the factors 
considered by underwriters when 

(Continued on page 48) 
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HISTORY AS A CREDIT GUIDE 


Economic Cycles Show Warning Signals 


dering why an _ accountant 

should have any views on 

credit and related problems. I 
can assure you that credit in all of 
its varied relationships to stability 
of the currency, monetary purchas- 
ing power, and other economic laws 
presents a problem not only to your- 
selves as credit men, not only to the 
accountant and analyst, but also is 
becoming increasingly important to 
the general public as well. Few of 
us realize the effect upon our own 
personal lives that changes in the 
economic structure may create. Too 


= Today you are no doubt won- 


many of us allow the continued evo- - 


lution of our business cycles to fol- 
low along their haphazard pattern 
without giving serious thought to 
the ends to which they may channel 
our economy. When we consider 
even the term “economy” itself, we 
think it over and above our com- 
prehension in all of its related ele- 
ments, but we dare not realize its 
portent. Today, Gentlemen, we 
must throw off this surface thinking 
and dig down deeper into the inner 
workings of this almost uncontrol- 
lable activity which changes the 
courses of individual lives, of na- 
tions, and of the entire world. 


Today Is Postwar 


There has been, and in all prob- 
ability will continue to be, much talk 
of the postwar period. Think with 
me, if you will, that this period, as- 
tounding as it may seem, is not to- 
morrow, not next year, not sometime 
in the dim future, but NOW. Today 
is postwar. Let us then resort to 
the past experience of this nation in 
its 170 years of existence in order to 
form opinions of what may happen 
tomorrow. Some of you will re- 
member the 20’s with their peaks 
and valleys in prosperity, more of 
you will remember the 30’s with 
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their marked fluctuations in busi- 
ness trends, all of you will remem- 
ber the 40’s because they will pos- 
sibly see the extreme of heightened 
purchasing power through a false 
economic structure which will col- 
lapse to leave a rock bottom situa- 
tion with dissipated markets. Per- 
haps I am both logical and pessimis- 
tic. I do not hold to any New Deal- 
ist theories of a matured economy. 
On the other hand, the pictures of 
the past may well be the mirrors of 
the future. 


Business Cycles 


I point your attention to the cy- 
cles of business in this nation during 
its life. Each major international 
conflict has created its own prosper- 
ity which has been followed by a re- 
lated decline—trelated, since usually 
the higher the rise, the greater the 
fall. In 1775-76 when this nation 
was founded, it entered the world 
on a cycle of depression. The early 
1790’s saw a change in the economic 
condition with a short-lived drop in 
the middle 90’s rising to what was 
then peak prosperity in 1795, which 
tapered off to a minor depression 
just prior to the turn of that century. 
Business continued its uncertainty 
in rises and declines until just after 
the war of 1812, when the year 1815 
saw marked prosperity. 

The first postwar depression was 
delayed in its effect until some 5 to 
6 years after the end of that conflict 
when this nation was again enmeshed 
in economic chaos. Cycle continued 


up and down until the War between 
the States, when this nation became 
engaged in its “Brother Fight 
Brother” conflict. Here, again, a 
wartime accelerated prosperity was 
followed by a corresponding decline, 
but at this time a depression which 
took effect immediately following 
the war. Since this was not an in- 
ternational conflict, it is not truly 
indicative of any trend. 


First World War 


The next major international cri- 
sis of any important scope was the 
First World War. Shortly after 
the entrance of the Allied powers 
into the war, other than the United 
States, our trend started upward to- 
ward an inflated wartime economy. 
This period of heightened business 
lasted until the first part of 1919, 
when the first postwar recession be- 
came apparent. It is interesting to 
note that major conflicts generally 
bring a period of uncertainty just 
following their termination which 
then gives way to a heightened busi- 
ness activity generally coupled with 
inflation, which in turn gives way 
to chaotic depression within a year 
or. so following the end of the war. 

Turning to our present economic 
status, let us consider where we are 
today in relation to the year 1939, 
one of the last pre-war years. Ac- 
cording to a U. S. Government re- 
lease, the dollar would provide only 
71% as much of the necessities of 
life in mid-1944 as it did in 1939. 
This trend of dollar value has con- 
tinued downward, and we now find 
inflation getting a greater hold on 
our economy. 


Many Factors 


There are many factors affecting 
this inflationary cycle. To name a 
few: 1. Wartime shortages; 2. 
Scarcity of materials for basic man- 
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afacture, and 3. Labor. These short- 
ages have been blamed on O. P. A. 
and price control, on unionized la- 
bor, and on scores of other contrib- 
uting factors, while, as a matter of 
fact, there is no one single cause for 
our inability to supply current mar- 
kets. 

It should be noted that demand it- 
self has reached an unprecedented 
level which has been for the most 
part caused by the inability of pro- 
duction, devoted as it was to the 
manufacture of weapons of war, to 
provide the general public with the 
replacements and additions it re- 
quired to maintain its standards. 
This is the source of our pent-up or 
abnormal demand. Shortages in 
production of consumer commodities 
have been the direct result of dissi- 
pation of stocks of raw materials 
plus the complications evolved by an 
entangled domestic labor situation. 
The source of supply is still avail- 
able, but something is lacking in the 
human element to produce. Today, 
we have in this nation a greater em- 
ployment than during the war; the 
monetary expenditure for labor is 
greater than during the war, but the 
slowness of reconversion, coupled 
with industrial labor unrest, has cut 
our production to not over 50% of 
its wartime level. To quote an old 
economic law, “The demand con- 
trols the supply” and the supply is 
limited by certain uncontrollable 
factors, 


And Tomorrow? 


Hence, today we find ourselves 
paying more for scarce merchan- 
dise, which means we are in the 
throes of inflation. But, what of to- 
morrow? ‘Today, we have reached 
the peak of potential purchasing 
power, coupled with the desire to 
buy—a peak greater than ever be- 
fore in our history. Today, we 
have reached a higher standard of 
productive capacity which promises 
greater production. But pent-up de- 
mand and increased productive ca- 
pacity may well prove fatal to our 
capitalistic system if it is not con- 
trolled. On the other hand, if con- 
trois outside the realm of economic 
laws are applied too liberally, it may 
wel! foreshadow disaster. I am not 
an alarmist, but the business of this 
nation now finds itself on the horns 
of a dilemma. Which course to take, 
no one can foretell. For your sake, 


tor mine, tor posterity, those who 
have the choice must choose wisely. 

How does this fit into the credit 
problem? Today orders are being 
placed rapidly for every known 
commodity. With accelerated pro- 
duction, a year or two will see the 
fulfillment of these abnormal de- 
mands. What then is the future of 
our vaunted production? Financial 
statements showing large inventories 
of finished goods for which there is 
no market cannot be the basis for 
credit extensions, or, in many cases, 
even sales. Honesty, integrity, all 
of the high ideals of human charac- 
ter fail when there is no blood in 
the turnip. 


Supply and Demand 
True, most of you are Wholesale 


‘Credit men, but it must be remem- 


bered that in the final analysis the 
retail consumer demand regulates 
your markets. A sudden turn of 
events and the credit man may well 
find himself involved in litigations, 
if not losses, of astounding propor- 
tions. Let us consider for a mo- 
ment the connection between overall 
supply and demand. Demand con- 
trols supply and supply in turn con- 
trols income of suppliers and labor, 
which in turn regulates demand. To 
clarify, I need only remind you that 
a decreased demand for one prod- 
uct results in discharge of workmen 
who supplied that product. In turn, 
these workmen having no source of 
income curtail their demands for the 
products of others, causing a reduc- 
tion in the need at this point, thus 
reducing personnel, thus reducing 
demand, thus reducing supply, thus 
creating a pyramiding and never- 
ending cycle. 

In my opinion, the future requires 
as much consideration of the em- 
ployment problem as the present 
does of inflation. Not only will our 
economic conditions be affected by 
these internal workings of industry, 
but definite results will be seen from 
the regulation of our basic monetary 
system. Recently, there has been 
much discussion of changes in Fed- 
eral Reserve rediscount rates, inter- 
est rates, government loan capacity 
and retirement, and such other fed- 
erally controlled factors. These are 
important from the viewpoint of re- 
duction of the national debt, income 
taxes required to service the debt, 
and also in investment return. As 
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you are probably aware, the policy 
of the Government for the past num- 
ber of years has been to hold inter- 
est rates down. A rise in the rate 
of interest creates a decrease in 
banking credit extension and tends 
to tighten the circulation of capital. 
This in turn can precipitate a lessen- 
ing of business activity on borrowed 


. capital with its resulting effect upon 


demand. These are not isolated and 
insignificant factors from your view- 
point and mirie, since the general 
overall effect must be a change in the 
dollar value. This will tend to re- 
duce or increase purchasing power, 
which is demand. Herein lies a 
part of the secret to continuing mar- 
kets, but the danger of creating in- 
flation through the same means must 
not be overlooked. 


Businesses on the Increase 


One other point on economics will 
serve to further tie the credit prob- 
lem to these activities. The termi- 
nation of each major international 
war has seen a marked upswing in 
the number of business enterprises. 
These have endured for a while with 
each succeeding depression having 
taken its. toll. Today, most of you 
will no doubt agree that new busi- 
nesses are on the increase. Inex- 
perienced management and poor cap- 
italization promoted by those who 
are trying to take advantage of a 
seller’s market will inevitably result 
in business failures when the trend 
changes to a buyers’ market. This 
alone is an item for much concern 
on the part of credit men, as it may 
involve them and their firms in con- 
siderable losses. The control and 
extension of credit is your problem 
today. You are the guardians—the 
watchdogs—of our markets. The 
Accounting profession can only re- 
cord and analyze your results in the 
care given to the extension of credit 
and the control of collections. 

The future will undoubtedly see an 
uptrend in business failures. The 
records of your Association reflect 
such trend. It cannot be other than 
inevitable. We face uncertainty, 
perhaps economic chaos greater than 
that of 1933. We face losses which 
if not controlled may well be fatal to 
our enterprises. No one can fore- 
tell the collectibility of any account 
on which credit may be extended. 
It gives me personally a great source 


(Continued on page 22) 
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SMALL BUSINESS LOANS 


How One Bank Plans To Set Up Such a Dwision 


discussion and publicity have 

developed on the subject of 

bank credit for small business. 
Most of us agree that, if small busi- 
ness is to survive, and is given the 
opportunity to grow and prosper, 
adequate bank credit must be avail- 
able to meet the needs in the period 
ahead. It is not intended to create 
the impression that banks have com- 
pletely ignored the small business; 
as a matter of fact, in 1940, the last 
full year of peacetime operation, the 
banks of the country made more 
than twenty-four million loans, the 
average new loan being approxi- 
mately $1,700.00. The figures indi- 
cate that small business has in the 
past received some support from 
banking sources, and if each indi- 
vidual bank were to make a complete 
inventory of all of its loans, the 
number of small business loans in- 
cluded in the list would be surpris- 


ing. 


a In recent months considerable 
Md 


Plan Necessary 


There seems to be no doubt but 
that some plan should be devised to 
assist small business financially. 
While it is true that the average legal 
limit of banks throughout the coun- 
try is very low, and the capital struc- 
ture varies considerably, we all have 
a job to do regardless of our size, 
whether we are in a small town or 
in a large metropolitan center. The 
plan referred to particularly should 
include loans for the purchase of 
various types of equipment, which 
will range on the average from 
$750.00 to $2,500.00. In the smaller 
banks this type of lending has been 
prevalent over the years, but in the 
medium and large banks, with some 
exceptions, there probably is room 
for improvement. The small busi- 
ness man as a rule hesitates to dis- 
cuss his problems with the big bank- 
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er because he is fearful that the 
amount of money involved is too 
small for consideration, and the 
question of what he has to offer as 
collateral to secure the proposed 
loan is a perplexing one. If, how- 
ever, the small business man were 
assured that he would be granted 
sufficient time to present his prob- 
lem to certain designated officers, 
without embarrassment to him, it 
would go a long way to break down 
the false impression he has of big 
banks. As a matter of fact, the 
banks would be helping themselves 
by indicating, through the various 
forms of advertising reaching the 
general public, a definite willingness 
to be helpful. 

In our Bank we have for several 
years operated a Budget Loan De- 
partment, wherein we have always 
made small loans to small business. 
However, we have for some time 
been reviewing the situation locally, 
and after considerable study, we de- 
cided to set up a special division for 
the handling of loans to small busi- 
ness. The division will service 
small business loans of the type just 
discussed and which are now han- 
dled by the Budget Loan Depart- 
ment, and we propose to go a step 
further by experimenting with the 
so-called marginal credit involving 
small business loans up to $25,- 
000.00 or even $50,000.00. 


New Fields of: Lending 


We maintain that in the field of 
banking as well as industry, it is de- 


sirable that some experimentation 
and research be conducted, and in 
the banking industry that may mean 
pioneering, in a very small way, new 
fields of lending. Term or seni- 
capital loans in amounts from 
$5,000.00 to $50,000.00 are a case 
in point. Manifestly, if additional 
risks are to be assumed, it should be 
only by banks which have, or set up, 
adequate reserves, and even then the 
exposure should be kept to modest 
limits. 

The administration of the Small 
Business Loan Division is charged 
to a committee consisting of several 
Vice-Presidents, Assistant Cashiers, 
and the Cashier. All such loans will 
be concentrated under one control, 
and, with a special division giving 
exclusive attention to this one phase 
of banking, the study of results will 
be simplified and the credit policy 
made uniform. It hardly seems nec- 
essary to point out that, without a 
special division, the prospective bor- 
rower would be pushed around, so 
to speak, since small loans would 
not be attractive to certain bank off- 
cials, the necessary follow-up terms, 
rates and policies would vary, and 
there would be a very definite lack 
of uniformity. The division has 
been in operation only a very short 
time, and, therefore, we have noth- 
ing to offer based upon our experi- 
ence. There is nothing unique about 
the plan and we do not want to leave 
the impression that we are opening 
up an entirely new field of lending. 


Borderline Loans 


This new effort on our part, there: 
fore, represents a departure only in 
degree. It represents a conscious 
effort not only in the direction of 
being more aggressive in seeking out 
borrowers, but, what is perhaps more 
important, is an experiment in 4 
modest way in making loans falling 


(Continued on page 20) 
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FINANCING SMALL BUSINESS 


New Thinking Developed by Post-War Needs 


uary, 1946—each isolated and 

apparently of only local im- 

portance—but of great signifi- 
cance to America when brought into 
one sharp focus. 

In California, Nic Sanders walked 
into his bank and said: “I need 
$2,600.” He wanted to equip a 
small plastics plant and start a new 
business. He was a competent and 
experienced plastics craftsman hon- 
orably discharged from the Army. 
But aside from good character, plen- 
ty of ability, and a sound idea, he 
had nothing to offer as security. The 
local bank made the loan. 

In Maryland, on a Friday night a 
local business man called his bank 
and said : “I need $60,000 fast.” The 
amount needed was four times the 
bank’s legal lending limit. The 
banker called his city correspondent, 
who took a train that night, exam- 
ined the property and the proposi- 
tion over the week-end, and agreed 
to cooperate in the loan. The local 
bank and its correspondent made 
the loan on Monday. 

In Wisconsin, a trucking company 
called the bank and said they needed 
two additional trailers to handle the 
growing volume of business. The 
trailers were priced at $6,500—but 
the company could invest only $2,000 
without impairing working capital. 
The local bank financed the balance 
of $4+,500—repayable in twenty-four 
monthly installments. 


Three things happened in Jan- 
\ 


Team Play 


The significance of these three 
events is that America is now wit- 
nessing the greatest team play in 
financial history. Fifteen thousand 
banks—each a separate organization 
operating in our free enterprise econ- 
omy—have bound themselves to- 
gether with this pledge: “Bank cred- 
it shall be made available to every 
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competent, reliable person, firm or 
corporation for any constructive 
purpose.” That is the pledge of 
banking to American business. In 
one sense this is merely enlightened 
self-interest, for banks can prosper 
only as business prospers ; but in an- 
other sense it is a pledge of faith in 
the American system of free enter- 
prise and initiative—coupled with 
the basic knowledge that this system 
can be vigorous and healthy only as 
small business is assured a fair 
chance to survive and succeed. Be- 
hind this pledge is the resolve of 
American banking that “if the.indi- 
vidual bank cannot grant the credit, 
the bankers will stay with the appli- 
cant and see that he gets the money 
from some other bank or group of 
banks.” Banking will see that small 
business lives and is given the op- 
portunity to grow and prosper. 


The Story 


Now behind all this lies a story, 
and I believe it is one that is of vital 
interest to you as an individual and 
the future of your business. Back 
in the tense war days of 1943 bank- 
ing was concentrating on helping 
win the war. The day would come, 
however, bankers knew, when the 
scene would change. There would 
be peace, millions would return from 
war and want jobs, the demand for 
peace-time goods would be huge, 
business would be called upon to 
convert, expand, produce, make 
jobs, develop new ideas, and supply 
an endless stream of new and better 
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products. Business in short was the 
nucleus around which our post-war 
hopes would revolve. The story that 
I am about to relate to you has re- 
cently been published by the Small 
Business Credit Commission of the 
American Bankers Association, and 
the story covers the work of this 
commission in the last two eventful 
years. 

From a century of close coopera- 
tion with small business, banking has 
long since learned the importance of 
the “little fellow” in our American 
scheme of things. The small store, 
service organization, or plant is the 
place where tomorrow’s big business 
is born. It is the seed bed of young 
thinking, the place where American 
initiative:and enterprise take root. 
Small businesses, according to De- 
partment of Commerce yardsticks, 
number 92.5% of all businesses and 
employ 45% of all workers. But no 
matter how you measure them, small 
business concerns form a big, vital 
part of American business. 


Idea Not New 


Now, of course, this active interest 
in making loans to small business is 
not a new development in banking. 
An analysis of business loans made 
by 5000 banks (one-third of the 
banks in the country) in the last full 
year of pre-war peace shows that 
these banks alone extended credit to 
24,000,000 business borrowers. The 
total was $39,000,000,000. A bit of 
simple arithmetic reveals that the 
average loan was $1,600. That fig- 
ure alone, $1,600, reveals the fact 
that banking has always been aware 
of the needs of small business. The 
big difference today is chiefly an in- 
tensification of that awareness plus 
an active effort to develop new lend- 
ing techniques to meet current and 
future needs. 

Most banks, like most businesses, 


(Continued on page 24) 
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IS CREDIT UNNECESSARY? 


The Post-War Boom Won't Last For Ever! 


and business organizations a 

movement under way to reduce 

the functions of credit, to min- 
imize the quality requirements of 
credit management and to treat credit 
as an evil which grew in business 
during hard times or periods of ex- 
cessive competition. There exist to- 
day men who feel that in many busi- 
nesses credit is absolutely unneces- 
sary and should be eliminated. It is 
difficult for a credit man to write or 
talk about this subject without being 
accused of being prejudiced or, at 
least, having selfish thoughts in the 
matter: While I do not believe 
these accusations are necessarily 
true, I will not deny either of the 
charges. The important thing is that 
this is not merely a.case of the credit 
man and his job but it is a problem, 
a real problem, of business manage- 
ment. Certainly, it is true that both 
sides of the story should be told, and 
should be heard by the impartial men 
who are charged with the final re- 
sponsibility of management. 


= There is in certain industries 


How Did It Start? 


Let us analyze how and why this 
feeling started and grew in the minds 
of certain men. You may say that’s 
easy ; there was the war, not enough 
production to come anywhere near 
to supplying the demand. Every- 
body willing and able to “lay it on 
the line” to get merchandise, old 
established dealers paying COD 
without complaint. If they could do 
it then, they could have done it be- 
fore and they can do it in the future. 
Then they say, “Remember the de- 
pression, how credit was abused. 
Everybody and his brother was in 
hock. Businesses failed because 
they couldn’t collect their receiv- 
ables, mortgages were: foreclosed, 
banks failed, and compromise settle- 
ments had to be made. Let’s not 
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have it happen again.” 

Picture a sales manager saying, 
“IT won’t take any business unless 
it is on a cash basis.” ‘Why should 
I sell for credit when there’s more 
cash business around than we can 
supply?” Boasting about how so 
and so, who has more money than 
he knows what to do with, laid it on 
the line when he told him he couldn’t 
supply him unless he paid cash. This 
is the same sales manager who, 
when he awakens in the future, will 
be pleading for credit and—maybe 
when it’s not justified. 


Some Men Cautious 


Somewhere along the line is a 
business man who is conducting his 
affairs with moderation and as near 
to normalcy as possible. He is ad- 
ministering his affairs with caution 
and accepting normal business risks. 
He’s getting into position for the 
future, when he can pick up the mar- 
bles. Whose marbles? 

Don’t bank too heavily on the 
thought that the American people 
have short memories, ‘or, even if 
they do remember, that it’s wise to 
plan for a long future. 

At a recent sales meeting, I heard 
a sales manager picture eloquently 
a rosy future. With optimism he 
pointed to the coming business boom. 
With charts he displayed how the 
business was to be increased. Sales 
evangelists told of the merits of the 
product, the prestige of the com- 
pany, the respect of the trade and 
the goodwill of the name. Execu- 
tives told how the Country was 
caught unprepared at Pearl Harbor 
and that this was not going to hap- 


pen to this company. They were 
increasing their sales force and 
training them so that they could get 
their share of this business boom. 
Radio and newspaper advertising 
men spoke; it was an. enthusiastic 
gathering. 


Credit Not Mentioned 


At no time in this all-day session 
was credit mentioned or even re- 
ferred to. Why? Because it is not 
considered important enough, or be- 
cause it is not a subject to talk about 
or because it is not going to have 
any part in the future business 
boom? The men who don’t believe 
this about credit are going to be just 
as prepared or even better prepared 
to handle their future business on 
whatsoever basis it is secured. 

Even the optimistic sales manager 
had a date in his mind when the 
boom would end. At sometime in 
the future, these pent-up savings 
would be spent and supply would 
catch up with and even exceed de- 
mand. Will he be just as prepared 
for this period as for the boom? 

The company that administers its 
credit policy without fear of boom 
or bubble will endure and prosper, 
and the credit man who takes his 
work seriously will, with his usual 
judgment, continue to extend credit 
where credit is deserved. There isa 
final thought to be ever mindful of: 
Regardless of times, regardless of 
conditions, regardless of market, and 
regardless of your product, you can 
always sell more with credit, and to 
sell more means to make more. .. . 
What else are we in business for ? 


Los Angeles: Los Angeles Herd No. |, 
Royal Order of Zebras, held its last meet- 
ing of the year on Friday, June 21, at 
the Rodger Young Auditorium. 

The program was an elaborate one— 
food, a show and indoor sports. 
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CREDIT MAN AND SALESMAN 


They Should Know Each Other Better 


hand in hand. Both depart- 

ments can build good will for 

any company and the Credit 
Department, at all times, must care- 
fully consider the problem of good- 
will, That is why there must be 
such close cooperation with the Sales 
Department; and it is necessary 
that the Credit Manager, in order to 
cultivate goodwill, must cultivate the 
salesmen and the entire staff of the 
Sales Department. In that way, he 
can help solve some of his own prob- 
lems and have a better understand- 
ing of the sales problems. He can 
also build greater goodwill rather 
than tear it down. 

I believe it is necessary that the 
credit man be a realist. There are 
no two cases that appear alike, but 
each case must be considered on its 
own merit. There are many ques- 
tions for a credit man to answer: 
Can the customer pay? Has he good 
character? What are his personal 
habits? He must be able, from the 
information received from the sales- 
man on the territory, to form his 
own opinion. 


A Sales and credits go together, 
Mu 


Salesman’s Judgment 


A good salesman should be able 
to judge the little weaknesses of his 
customers so that he can carry that 
information to the Credit Manager, 
who will not antagonize the cus- 
tomer. 

Remember, the salesman can give 
information to a Credit Manager 
that will never appear on any credit 
report, but also remember, in the 
end, it is the opinion of the Credit 
Manager that must prevail. 

Many difficulties arise between 
Sales and Credit Departments, 
through the lack of understanding, 
Many top executives have failed to 
do a job in this respect. . The objec- 
tive of any business is profit. If 
everybody concerned with credits 
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and sales is given that to understand, 
and if the decisions for both the 
Credit and Sales Departments are 
made with that fact in mind, much 
trouble can be avoided. 

In order to favor certain accounts, 
it is very true that often salesmen 
come in with a biased report to the 
Credit Manager, but from past ex- 
perience, a good Credit Manager can 
easily weed these reports out and 
make up his own mind as to what is 
truth and what is fiction. This can 
be done with personal conversation 
with the salesman or Sales Manager, 
and if these two departments realize 
the need of each other, I think much 
strife can be avoided. 


Sales Managers’ Opinions 


Recently I interviewed seven or 
eight sales managers and asked their 
opinions on sales and credits. I am 
going to give you a few of their opin- 
ions for what they are worth. 

One gentleman stated—“The cred- 
it policy of the company should not 
be changed to the individual custom- 
er. A salesman should be kept in- 
formed of what action the Credit 
Manager contemplates taking on cer- 
tain accounts, instead of merely 
writing a cold-blooded letter to the 
account, which is past due.” 

Another fellow states—“It is just 
as important to sell merchandise as 
it is to collect money, and the success 
of the Sales and Credit Departments 
is a give and take proposition. The 
salesman should be made to work 
with the Credit Department and, if 
properly approached, usually does. 
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If there is any doubt in the sales- 
man’s mind regarding the ability of 
his account to pay for the merchan- 
dise bought, he should find out from 
the Credit Manager the limit of this 
account. The salesman should also 
advise the Credit Manager if there 
is a change in the dealer’s set-up, so 
that the Credit Department has a 
picture of this change. Remember, 
salesmen like to get business.” 


Cooperation Essential 


Another gentleman says—‘“Credit 
men should be sales-minded and co- 
operate with the Sales Department. 
Both departments are necessary for 
the good.of the business and without 
the cooperation of both, no business 
can rightfully survive.” 

These are just a few of the many 
remarks I received, but my personal 
opinion is that the Credit Manager 
should, at all times, be kept fully 
informed by the salesman, through 
the Sales Department, of what the 
conditions are in each man’s terri- 
tory. The Credit Manager can be a 
big help to the Sales Department if, 
at the end of a monthly period, he 
advises the Sales Department of ac- 
counts that are not paying promptly, 
or whose purchases are slipping. 
That is the time for a check-up by 
the Sales Department. We all know 
when an account becomes delinquent, 
he buys goods elsewhere, so we all 
suffer. 


Attend Sales Meetings 


I personally believe that a Credit 
Manager should attend sales meet- 
ings. In that way he creates contact 
with the salesmen and it gives him a 
knowledge of sales and sales meth- 
ods. That brings about friendly un- 
derstanding of each other’s prob- 
lems. 

I believe that a Credit Manager 


(Continued on page 29) 
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Small Business Loans 
(Continued from page 16) 


in that borderline area, where in the 
past, we have either declined loans 
or have been lukewarm in making 
them. In many instances it means 
crossing the borderline into what we, 
in our institution, have heretofore 
considered as slow or sub-standard 
loans. In the past, bankers have all 
had the experience of making busi- 
ness loans which they originally 
thought would be short and self- 
liquidating, based on the long-time 
tradition of thirty, sixty or ninety- 
day terms, only to find that, due to 
changed circumstances, such loans 
stayed with them for protracted pe- 
riods rather against their will. We 
are now proposing to take on a cer- 
tain number of relatively small loans 
that we know in the first instance 
will be slow in character, to which 
we will apply the term loan princi- 
ple, whereby the term will be set ac- 
cording to the borrower’s ability to 
pay. 

There is no hard and fast rule as 
to what constitutes sub-standard 
loans. Loans that some banks might 
consider sub-standard and undesir- 
able might not appear so to others 
and vice versa. In talking of sub- 
standard loans, we are thinking par- 
ticularly of loans which can be re- 
paid only out of future earnings or 
by forcing liquidation, or at least a 
drastic curtailment of the business. 
There are other types of sub-stand- 
ard loans, however, such as new ven- 
tures, certain management deficien- 
cies, and probably one-man manage- 
ment might also be considered un- 
favorably. 


High Standards—Low Costs 


The experience of bankers through 
the decades tells them infallibly that, 
if they lower the standard of their 
loans, both the cost of servicing them 
and the losses are almost certain to 
increase. Unfortunately, as there is 
no absolute criterion of what consti- 
tutes a sub-standard or marginal 
loan, neither are there any definite 
data available as to what losses may 
be expected on a group of sub- 
standard loans. We doubt very 
much if we can demonstrate much 
of anything so far as loss experience 
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goes on such loans until we have 
carried a block of them through the 
low point in the business cycle. We 
expect that we will have reasonably 
satisfactory experience with them 
while business remains active. It is 
in a period of business stagnation 
and falling prices that sub-marginal 
loans are apt to confront the bank 
with the disagreeable alternative of 
either closing out the borrower (with 
every attendant loss to him and per- 
haps some loss to the bank) or mak- 
ing additional advances to keep the 
enterprise afloat. 

In this connection, we think it is 
well to bear in mind the difference 
between two general types of loans, 
both involving something more than 
normal losses. Installment paper, 
for example, generally speaking, in- 
volves a larger loss than is experi- 
enced on commercial or collateral 
loans. We think most of us would 
agree that installment paper can be 
safely and properly handled by banks 
for the reason that experience shows 
that losses are reasonably predictable 
over a period of years, and the rate 
of interest obtained is sufficient to 
permit of adequate reserves being 
set up for the anticipated losses. On 
the other hand, a banker is con- 
fronted with a much more difficult 
problem in considering loans to small 
business which are of a capital na- 
ture or are otherwise sub-standard, 
as the loss experience is not likely 
to average out from year to year 
but, as before indicated, will prob- 
ably concentrate in the declining 
years of the business cycle. We 
think an analogy illustrates this 
point. The fire and casualty insur- 
ance business can be operated safely 
with annual anticipated losses run- 
ning from 30% to 50% of premi- 
ums, and the variation from year 
to year is not very large. However, 
when the casualty companies moved 
out of the field of fairly predictable 
losses in the twenties and undertook 
mortgage and other financial guar- 
anties, they found that the very good 
experience prior to 1929 was fol- 
lowed by catastrophic losses after 
1929. In this experiment we are 
going to try to demonstrate whether 
the loss experience of the familiar 


type of semi-capital or marginal loan 
can be improved by: 
1. The application of the install- 
ment or term loan principle. 
2. The setting up of proper rec- 
ords to ascertain costs. 
Reviewing with management 
at frequent intervals both bal- 
ance sheets and operating fig- 
ures. 
Discussing and advising with 
management on matters of 
general policy. 


Rates for Risk Loans 


One difficulty which banking in- 
stitutions face in entering a field of 
lending which may involve more 
than normal losses is that the banks 
under competitive conditions, and 
being sensitive to public opinion, find 
it difficult to charge sufficiently high 
rates on risk loans to permit of set- 
ting up adequate reserves for the 
additional risks. The insurance 
companies have their rating bureau 
that can determine that the risk on a 
fireproof building is only a small 
fraction of the rate on an inflam- 
mable one. Once bankers, and par- 
ticularly city bankers, decide that 
any enterprise is creditworthy, there 
seems to be the tendency to bring 
the rate steadily downward. For 
instance, there appears to be a defi- 
nite tendency on the part of banks 
engaged in the field of installment 
lending to reduce the rates below 
what time and custom have demon- 
strated are necessary. The same 
thing is evident in the field of term 
loans, which have had such a vogue 
in the banks in recent years. 

Nevertheless, in spite of these 
reservations and qualifications, we 
are proposing in our bank to do 
some experimenting in the field of 
small business loans, with the full 
knowledge that many of them will 
be slow and sub-standard. 


Reasons 


The reasons that have prompted 
us to do so could be summed up as 
follows : 


1. The officers and staff of the 
American Bankers Association have 
very forcibly brought to our atten- 
tion that banks must attempt to en- 
large their field of lending or see 
the further intrusion of government 
lending agencies, with all that im- 
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Every day, problems as numerous and as diverse 
as the ports of call to which American goods are 
sent confront the American exporter, when ship- 
ping on a draft basis. Yet often they can be sim- 
plified quickly by authoritative answers to such 
important questions as these: 


1. What is the foreign customer’s credit standing? 


2. What are the import and exchange regulations and 
the present trade outlook in the country to which we 
are shipping? 

3. When goods are not of American origin, will U. S. 
dollar exchange be granted by the country to which 
we plan to ship? 


“a Chibe can Cxpedde Egorré 








Every day, the Chase National Bank answers 
such questions from current information sup- 
plied by its overseas branches and by its corre- 
spondent banks in all commercial centers of the 
world. In turn, this information is channeled to 
Chase customers in the United States through a 
large, experienced Foreign Department. 


Exporters are invited to consult our officers re- 
garding ways in which the Chase Foreign De- 
partment can be of assistance in expediting over- 
seas business transactions. 


You are invited to send for our Folder ‘‘Import and Exchange Regulations of the Principal Countries of the World.”’ 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
HEAD OFFICE: Pine Street corner of Nassau 


Member Federal Deposit Insurance Corporation 
LONDON—6 Lombard Street e 51 Berkeley Square e¢ Bush House, Aldwych 


Havana e San Juan e Panama e Colon e Cristobal 
THE CHASE BANK: Paris « 
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plies to the banking system and to 
the private enterprise system gener- 
ally. We have become convinced 
that a bank, and particularly a met- 
ropolitan bank, which is enjoying 
satisfactory earnings, ample re- 
serves, and which has a relatively 
small amount of loans, can properly 
experiment within definite limits 
with borderline or even sub-standard 
loans to small business, and by so 
doing gain some valuable experience 
and perhaps form a useful service 
to its community. On the other 
hand, it is perfectly obvious that to 
go beyond a certain point with such 
experimentation could only be re- 
garded as dangerous banking. We 
may not be able to accomplish very 
much or demonstrate very much, but 
we will feel better if we try. 

2. As a by-product and probably 
an afterthought, we think it is going 
to be a good training for our junior 
officers, who in originating and serv- 
icing these loans will get valuable 
experience. With the relatively 
small volume of loans in recent years, 
we have found it difficult to give 
our junior officers sufficient lending 
experience and responsibility. 

3. If our program meets with any 
fair measure of success, we hope 
that later on we may be able to give 
our country bank correspondents the 
benefit of our experience and pro- 
vide them with some useful service 
in that connection. 

4. A few are of the opinion that 
many small businesses that fail could 
be made successful by advice and as- 
sistance provided by the bank’s offi- 
cers. Unquestionably something can 
be done in that direction, although 
an equally good case can be made 
for believing that the advice of a 
bank to its customers should for the 
most part be confined to suggestions 
within certain limited fields, such as 
accounting. We are fearful that the 
attempt of a bank to substitute its 
judgment of the borrower in matters 
of production, engineering, and sales 
is fraught with danger, legal and 
otherwise. 


Borrowers to Be Screened 


We are inclined to doubt that the 
type of lending under discussion will 
be profitable to the bank, since, on 
account of both public relations rea- 
sons and possible government com- 
petition, it will be inadvisable to at- 
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tempt to obtain a rate of interest 
which will fully compensate for the 
large amount of executives’ time re- 
quired and also provide reserves ade- 
quate to protect against the inevit- 
able losses. 

So long as our experiment is di- 
rected primarily in the public inter- 
est and not essentially for profit, it 
follows that we will make a special 
effort to aid small businesses that 
are developing a new or improved 
product or service, as that is the 
dynamic element in our economy. 
These are more difficult loans to 
make and apt to be less well secured 
than certain other types. No doubt, 
the larger number of our applications 
will be from businesses which are re- 
tail outlets, and we will, of course, 
give these fair consideration. How- 
ever, because the multiplication of 
retail outlets does not usually create 
additional employment but merely 
redistributes it, we do not feel that 
we should strain as hard to make 
loans in the field of retail distribu- 
tion as in the case of businesses of 
the type first mentioned, which cre- 
ate possibilities of new demand and 
additional employment. 


Loss Reserves 


The one point on which we would 
like to place strong emphasis is the 
matter of loss reserves. Our plan 
provides that there be set aside from 
our general contingent account a 
special reserve based on a certain 
percentage of the original face 
amount of all loans as a pooled re- 
serve for losses. To this is to be 
added one-half of all interest collect- 
ed on the loans. It is our feeling 
that this reserve should be of sub- 
stantial proportions because of the 
risk involved, and the amount of the 
reserve may be adjusted from time 
to time as we gain experience. It 
must be remembered that this is only 
an experiment on our part, and we 
feel the reserve should be a liberal 
one, as we believe the loans will in 
large part be of the borderline char- 
acter. At the time this plan was 
originally considered, we concluded 
that it would be necessary to take a 
rather broad-minded viewpoint, re- 
sulting in a study of our capital and 
reserve position. Having a satisfac- 
tory reserve position, we decided to 
set up the plan only on the basis of 
making a proper allocation from our 


* ahead as I have told you. 


present reserve. 

We have not attempted to place a 
limit on the aggregate of these spe- 
cial loans to small business. As the 
majority of the loans will be small, 
very few over $25,000.00, and as 
they will normally be on a reducing 
basis, we do not anticipate that the 
total will create any problem for us. 
However, if we do find that as much 
as 10% of our capital is involved in 
such loans, we would take a careful 
inventory of the situation before go- 
ing further. 

In conclusion, the program we 
now have in operation is a modest 
one confined to our own organiza- 
tion. The plan has been in effect 
for only a short period of time, and, 
therefore, our experience has been 
very limited. It seems clear to us 
that every bank, first in its own in- 
terest, and secondly for the good of 
the banking business, should try to 
make certain that every small busi- 
ness customer receives painstaking 
consideration when he applies for a 
loan and that no loan which can 
properly be made by a bank goes to 
other types of lending agencies. 


History As a 
Credit Guide 
(Continued from page 15) 


of pleasure, a feeling of security, to 
know that behind me ready to serve 
when the need arises are the Adjust- 
ment and Collection Departments of 
the Credit Men’s Associations. The 
service that they have rendered me, 
they are willing to render you. What 
the future holds, no one can fore- 
tell. What the past has given, each 
man remembers and some men re- 
gret. These are among your most 
valuable tangible and contingent as- 
sets. The help you give them today 
may well be as “bread cast on the 
waters” which will return to you in 
service of many times greater value. 
This is your obligation to yourself, 
and to your company. We must 
maintain these Departments now in 
order to have their service in the 
future. 

In conclusion, the picture I have 
painted is not a pretty one. It may 
not even be as rough in the days 
I hope 
not. 
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Little brown pay envelopes. Fat ones. 

Overtime filled them. Office over- 
time. Nine to five wasn’t enough. The 
work wasn’t finished. People must stay 
and when they stay they get paid. 
Overtime hangs gloomily over this 
man and his budget. 

Can anything be done to avoid the 
nagging, unprofitable round of after- 
hour duties that by rights ought to be 
cleaned up in daylight? 


Moore Business Forms, Inc., can 
pare clerical overtime to the bone — 
and has done so in business after 
business. 

Moore looks at your business forms 
with unprejudiced eye. If forms are 
too complicated, Moore can simplify. 
lf they multiply work, Moore revises 
to reduce work. Moore combines, re- 
arranges, puts in a word here, a new 
arrangement there. The record, in 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS AND ELMIRA, N. Y. 
PACIFiC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC, (New Southern Div.), DALLAS, TEX.; ATLANTA, GA, 


In Caneda—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto 
Western Sales Book Co., Ltd., Winnipeg and Vancouver 
National Sales Check Book Co., Ltd., Montreal 
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hours and dollars saved, has been con- 
vincing to companies large and small, 
all over America. 

Any business, of any size, can bene- 
fit from Moore’s unequaled experience 
in this field. For information, get in 
touch with the nearest Moore division, 
as listed below, or its local office. Moore 
stands ready to supply you with every- 
thing from a simple sales book to the 
most intricate multiple-copy forms. 


MOORE BUSINESS FORMS, inc. 


ADV. OY N.W. AYER 
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Financing Small Business 
3 (Continued from page 17) 


are small. Actually only a handful 
of banks can be termed “big,” and 
these are centered in a few large cit- 
ies. The other thousands are scat- 
- tered all across the land, each the 
center of financial life in its commu- 
nity, each deeply interested in the 
success of local enterprise. Out of 
the approximately 15,000 banks, over 
12,000 of them have a capital and 
surplus of under $250,000. 


New Thinking Needed 


Despite the fact that banks have 
always financed small business, it 
was recognized that new thinking 
would be needed to meet post-war 
credit needs. No longer could the 
traditional three C’s of credit— 
character, capacity, and collateral— 
be applied as the test of soundness in 
making loans. The war had brought 
many changes—the post-war world 
would bring many more. Equipment 
was wearing out, stores and plants 
were deteriorating, inventories were 
being depleted. Men by the thousands 
would return from military service 
eager to go into business, but having 
little capital or credit standing. Yet 
America would need small business 
as never before. There would be 
new ideas and new enterprises anx- 
ious to get going. New businesses 
would be needed to fill the gap 
caused by a shrinkage of 500,000 in 
the number of small concerns during 
the war. 

Banking’s job was two-fold. Sim- 
ply stated there were two things that 
banking could do to gear itself for 
maximum service to business: (1) 
make sure that existing credit facili- 
ties would be used with full effi- 
ciency, (2) create new credit facili- 
ties to meet new small business 
needs. Both objectives demanded 
fresh, clear thinking on the part of 
bankers everywhere. It would be 
necessary to shake off the narcotic 
effects of Government guarantee, it 
would require a return to the risk 
business, a rebirth of basic bank- 
lending principles. 


Government Competition 
Another factor was apparent—the 
threat of additional Government in- 
tervention and competition in the 
making of business loans. Some 
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bankers were deeply disturbed by 
this threat, others saw in it a con- 
structive side: it would goad many 
bankers to aggressive action, which 
would benefit everybody. At any 
rate, it was apparent that Govern- 
ment through its 45 or 46 credit 
agencies and through new ones that 
might be created was ready to step 
in and try to finance business. This 
was no problem that individual 
banks here and there could hope to 
solve. It was a challenge—and op- 
portunity—for all banks to meet to- 
gether. The scene was national, the 
action must be national. It was a 
job for organized banking—the 
American Bankers Association, the 
state associations, the Association of 
Reserve City Bankers—to tackle to- 
gether. 


Five-Year Program 


In April, 1944, the American 
Bankers Association Executive 
Council approved the creation of a 
post-war small business credit com- 
mission. A five-year program was 
contemplated, and the $750,000 need- 
ed to underwrite it was pledged vol- 
untarily and spontaneously by over 
4,000 banks of all sizes. If there 
were any doubts that banks wanted 
to finance small business, they were 
dispelled by this united action. The 
first thing the commission members 
did was to survey existing bank 
credit facilities. They found that 
war, and before that defense, had 
absorbed the attention of bankers 
everywhere. They needed to be 
brought up to date on changes that 
were taking place in the economic 
picture. They were eager to know 
about new conditions, ideas, tech- 
niques, and theories in the small 
business field. So the commission 
started a program of information for 
bankers which will continue as long 
as the need exists. Acting as one 
big team the banker members of this 
commission, the staff of the Amer- 
ican Bankers Association, and coop- 
erating individuals and committees 
in the state associations, county 
groups, Association of Reserve City 
Bankers, and individual bankers 
everywhere have pitched in to get 
the facts. Excellent cooperation has 


been had throughout with the Com- 
mittee on Economic Development 
which afforded valuable contact with 
the present thinking of business, es- 
pecially small business. Research 
has been started in the internal oper- 
ation of banks to find new ways to 
meet new conditions. The Commis- 
sion has become a central clearing 
house for all this body of informa- 
tion—and more. It has carried and 
will continue to carry the story right 
to individual banks—by meetings, 
speeches, printed word, and every 
other avenue that presents itself. 


Principles 


Some of the principles stressed by 
the Commission in the past eighteen 
months have already become part of 
the small business lending pattern. 
They are: 

1. Competence is collateral. Banks 
know from years of experience that 
John Doe—private citizen—is the 
world’s best character loan credit 
risk, and banks know that the com- 
petence of John Doe, President, or 
John Doe, Inc., or Doe and Roe, 
partners, is first-class security for 
small business loans. They have 
been lending on that basis for years; 
they will continue to place their 
faith in the fact that here in Amer- 
ica competence is collateral. 

2. Term loans are sound bank 
loans. Here again banks have been ff 
doing it for years, but banking’s ex- [ 
perience with term loans for busi- 
ness has been limited and this spe- 
cialized type of lending has been 
generally confined to larger banks. 
The Term Loan, which is defined 
by the Commission as “a business 
credit with a maturity of twelve 
months or longer and with a defi- 
nite program of payments based on 
operations” will be the answer to 
many small business credit problems 
in the coming era. A manual on 
term loans was prepared by the As- 
sociation of Reserve City Bankers 
and distributed to all banks by the 
Small Business Credit Commission. 
Through this and other informative 
material, banks are fast learning how 
to apply the term loan technique to 
small business credit problems. The 
Commission is working with bank 
examiners and regulatory authori- 
ties to assure their cooperation in 
this. and other parts of the small 
business lending program. 


CREDIT AND FINANCIAL MANAGEMENT, July, 1946 





RR 


3. The loan should fit the need. 
It is good merchandising to have a 
variety of loan services available to 
meet varying small business needs. 
The commission has undertaken a 
continuing study of all the types of 
business loans banks can make. Ac- 
counts receivable financing, field 
warehousing, inventory loans, trust 
receipt loans, and various types of 
installment loans have been care- 
fully analyzed. Suggestions and 
recommendations in manuals and 
other forms are being relayed period- 
ically to banks. The underlying 
spirit of this phase of the work is to 
be progressive and flexible, to adapt 
ourselves to new conditions, to have 
loan services that will meet every 
business need. 

4. Small business requires special 
attention. As part of its program 
the Commission has been urging 
banks to set up special facilities for 
small business. This recommenda- 
tion is for larger banks, because in 
most small and medium-sized banks 
the whole institution itself is a spe- 
cial facility for small business. 
Where possible, larger banks are 
urged to recognize the importance of 
small enterprises by setting up spe- 
cial departments with qualified offi- 
cers and personnel devoting full 
time to this bank service. Scores of 
banks have already opened Small 
Business Departments. In _ other 
banks there is still plenty of room for 
greater awareness on the part of the 
staff of the bank’s Small Business 
services and their importance. This 
internal educational work is being 
encouraged. 


Correspondent Banking 


The Commission also found that 
correspondent banking had a major 
role to play in the financing of small 
business. More study and attention 
have been devoted to strengthening 
and improving correspondent bank- 
ing in these recent months than ever 
before. Everybody realized that 
post-war small business would have 
special credit needs. In many cases 
the local bank would be unable to 
handle a loan because of size or for 
wther reasons. All too often loans 
of this type have been going to Gov- 
€rnment agencies or other lenders by 
default. 

In the correspondent banking set- 
up the answer to many such credit 
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ll. Commercial Financing Plan 
has helped many companies over- 
come the handicap of limited work- 
ing capital and a limited line of 
credit. For example, a letter from 
one user of our plan says: 

‘In surveying the progress this com- 
pany has made during the past year, 
it is forcefully evident that this pro- 
gress could not have been possible had 
it not been for the financial assistance 
given us by Commercial Credit . . . at 
a time when other financial institu- 
tions did not choose to be of service.”’ 

Other manufacturers and whole- 
salers have adopted our plan—and 
used it to a total of more than One 
Billion Dollars in the past five years 
—because they find it low in cost, 
more flexible, a greater aid to profit- 
able'operation. 


Our plan helps you make more 
money by giving you more money to 
work with . . . under a continuing 


arrangement that lets you plan 


| COMMERCIAL FINANCING DIVISIONS: 


ahead with confidence. It frees you 
from worries about renewals, calls 
and periodic clean-ups of your loans. 
And it involves no interference with 
your management . . . no restrictions 
on your operations. 


What’s more, the low cost of 
Commercial Credit money invites 
investigation and comparison. Let 
us send you our booklet,“‘A Com- 
parison of Money Costs,” containing 
actual case studies of our Com- 
mercial Financing Plan vs. Time 
Loans. There’s no obligation. Just 
write or telephone the nearest Com- 
mercial Credit office listed below. 


MACHINERY FINANCING 
AT LOW COST 


Use our Machinery and Equipment Pur- 


chase Plan to finance all new or used 
equipment you buy. Small down payments. 
Low rates. Balance spread to let you pay 
out of earnings... Details on request. 





Baltimore, New York, Chicago, Los Angeles, San Francisco, Portland, Ore . 
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problems can be found. Here is a 
national network of hundreds of city 
banks and their thousands of coun- 
try correspondents. The machinery 
has long been in existence and in 
the war performed valuable service 
for the country. The Commission 
undertook the task of adapting cor- 
respondent banking to the post-war 
job of financing small business. City 
banks called their correspondents in 
for meetings, arranged other meet- 
ings in various local areas, and be- 
gan programs of systematic visits to 
individual country banks. Through 
education and cooperation the spe- 
cial “know how” possessed by big 
city banks in the realm of business 
financing is being conveyed to 
smaller banks. Banks everywhere 
are learning more than they ever 
knew about the facilities and services 
of their city correspondents. 

On the other hand, small banks 
have been able to contribute mueh 
“grass root” type of information 
that the larger institutions did not 
possess. Banking has benefited by 
this new spirit of cooperation and, 
above all, small business has been 
better served. 


Program in Wisconsin 


I believe at this point it would be 
pertinent to call your attention to the 
progress of this program in Wis- 
consin. Even before the American 
Bankers Association formulated its 
national plans, the Wisconsin Bank- 
ers Association—as well as many 
Wisconsin banks _ individually— 
were giving serious thought to small 
business credit needs (including, of 
course, the credit requirements of 
that very important essential busi- 
ness man, the Wisconsin farmer). 
Moreover many Wisconsin banks 
have been active for some time in 
developing and offering new flexible 
loan plans to assist the smaller bor- 
rower. In order to give you a con- 
crete example I would like to briefly 
outline the program of the bank with 
which I am associated. We formally 
announced our “Installment Credit 
Information Service” to correspon- 
dent banks about one year ago. 
Through this service we hope to 
share our experiences and special- 
ized knowledge with all of our cor- 
respondents. This service will in- 
clude factual information on direct 
installment lending. We have al- 
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ready prepared several operating 
manuals keyed to Wisconsin condi- 
tions, Wisconsin legislation, etc. We 
have also furnished specimen forms 
for all types of installment credit 
transactions and have made these 
forms available to our correspondent 
banks. In other words, this service 
was designed to help the correspon- 
dent banks in providing all of the 
necessary credit, regardless of 
amount or type, to every individual, 
firm, or corporation in their commu- 
nity; and it will continue to be our 
basic policy to help develop local 
business for our correspondents 
whenever possible (and whenever 
this type of business is desired). 
Through this mutual cooperation we 
have been able to extend necessary 
credit to many small businesses 
throughout the state. For example, 
a small manufacturer was short of 
working capital to finance an in- 
creased volume of business. Judged 
on the basis of a conventional unse- 
cured commercial loan, there was no 
way his bank could safely help him 
—but his problem was solved by his 
bank nevertheless—through a term 
loan secured by income-producing 
equipment and repayable in twelve 
monthly installments. A_ small 
wholesaler needed funds to carry an 
abnormal peak in accounts receiv- 
able—actually he came to the bank 
just to seek advice, knowing that his 
financial statement would not qualify 
for the loan on a conventional basis. 
It was possible, however, for his 
bank to solve his problem with ac- 
counts receivable financing. I could 
cite many other examples but these 
will suffice to support the point I am 
trying to make—namely, there is an 
ever - increasing tendency among 
bankers today to look for and work 
out new ways of solving credit prob- 
lems whenever such problems do not 
obviously fit into the pattern of con- 
ventional single payment loans. 


Socialized Credit 


If you will permit me to digress 
for just a minute, I should like to 
call your attention to a world-wide 
trend that is slowly and insidiously 
creeping its way into our democratic 
way of life. I am, of course, refer- 
ring to the trend of socialization. 
Thinking bankers are aware and 
alarmed over this trend toward so- 
cialized credit and its threat to a 


free, competitive economy. 

Not so long ago the Socialist 
Party in England won by a land- 
slide on a program of socializing the 
Bank of England and industry. You 
recall at that time Mr. Laski stated 
that if government wanted to control 
industry it would first have to take 
over banking. Now the shocking 
thing to me is not that England went 
socialistic but rather when this pro- 
gram of socializing the Bank of 
England and industry was an- 
nounced, the people of England 
made no protest. Of course, the 
banking system in England is not 
democratic in the same sense as ours 
and, therefore, when this program 
was announced the man in the street 
in England simply did not care 
whether the banking system was so- 
cialized because he had no stake in 
banking. In other words, this pro- 
gram succeeded because the Bank of 
England did not serve the common 
man. A short time later the legis- 
lative body of France voted to take 
over the Bank of France and four 
major deposit banks, placing more 
than 80% of France’s bank deposits 
under state control. The vote was 
521 to 35. Just recently I read an 
article where France is now ready 
to nationalize the coal industry. 


Not Only in England 


This trend can also be noticed in 
Czechoslovakia, New Zealand, Aus- 
tria, and Canada. Yes, it can also be 
noticed right here in the United 
States. There are men in Washing- 
ton today who have advocated and 
would certainly welcome the oppor- 
tunity of nationalizing the banking 
system right here in America. Not 
so long ago one of our senators who 
has been in the United States Sen- 
ate for the past thirty years stated 
that we have about a 50-50 chance 
of maintaining our free system of 
enterprise. 

In recent weeks I have been con- 
ducting a survey of small business, 
not only to try and determine their 
future credit needs but also to try 
and feel the pulse of small business 
throughout the community. The re- 
action that I get from the majority 
of these business men is, to say the 
least, pessimistic. They are disgust- 
ed with the general prevailing con- 
ditions, the strike situation, the lim- 
ited availability of material. 
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Goodness knows there are plenty 
of reasons for becoming pessimistic. 
However, we cannot let these prob- 
lems, whether they be international 
or local, be used to generate discour- 
agement or defeatism; but rather 
they must be taken as a challenge, 
for there certainly isn’t any hope for 
us if we are going to sit back and 
say, “Oh, well, what can we do?” 
or “Anyway, everything will prob- 
ably work out all right.” 


Controls Must Be Removed 


I am not an alarmist, but these are 
facts and it is my firm conviction 
that we must do everything in our 
power to eliminate regulation, regi- 
mentation, and Government domi- 
nation and control. Then, and only 
then, will we return to a sound and 
healthy economy. 

American banking has pledged 
that it will provide necessary credit 
to every competent person, firm, or 
corporation for any constructive pur- 
pose; and in fulfilling that pledge 
we have an effective weapon which 
will combat this trend toward social- 
ized credit. Thus in making bank 
credit available to the vast majority 
of our citizens, it means that “the 
bank” becomes “my bank.” Bank 
credit gives the average man a feel- 
ing of responsibility, a sense of se- 
curity, and a greater stake in bank- 
ing. By extending bank credit to 
the vast majority of Americans, we 
make the American banking system 
even more democratic. We cannot 
lose sight of the fact that as long as 
51% of the people are satisfactorily 
served and have a stake in banking, 
our chartered system of banking in 
America will remain secure. 


Conclusion 


Just one more point before I con- 
clude. How effectively banks are 
able to serve business depends not 
only on your banker but also on you 
—his businessman customer. 
can help you only in so far as you 
consult. with him, talk things over, 
take him into your confidence, and 
give him a chance to understand 
your financial needs in detail. Only 
you can inform your banker as to 
the when and why of your credit 
needs—and only after he knows the 
facts and understands your problem 
can he work with you to meet those 
needs. He will learn from you how 
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AVE you been lulled into a false 

sense of security . . . by the war- 
time drop in business failures and 
credit losses? Such a drop is natural in 
a war-supported economy . . . but get 
your guard up now. 


Don’t misunderstand us. This is no 
prediction of depression. The outlook 
for business is highly promising . . . yet 
it’s logical to expect an increase in 
credit casualities. 


Competition is on the increase .. . 
and getting tougher. Small companies 
grown stronger on war earnings are 
challenging former leaders. New prod- 
ucts born of wartime developments 
threaten long-established lines. New 
businesses are springing up. And in this 
struggle for civilian dollars some com- 
panies are going to lose out . . . and 
some of them may be your customers. 


After World War I business faced the 
same general conditions that prevail 
now—labor disputes, prolonged strikes, 
higher wages, rising prices, increasing 
competition. And what happened then? 
Business failures jumped and current 
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DON’T SAY 


YOU WEREN’T WARNED ABOUT 


Read the facts below... 
then send for this book 
on “‘Credit Loss Control”’ 


LOSSES 


liabilities of failures shot up to 553% 
of the 1919 total in just two years. 


Will that happen again . . . in this 
new period of postwar readjustment? 
No one knows. That’s why manufac- 
turers and wholesalers in over 150 lines 
of business now carry American Credit 
Insurance . . . which GUARANTEES 
PAYMENT of accounts receivable for 
goods shipped . . . pays you when 
your customers can’t. 


And that’s why .. . right now .. . you 
should send for our book on “CREDIT 
LOSS CONTROL.” This timely book 
charts the rise in business failures after 
World War I. . . presents actual credit 
history and actual credit loss cases. . . 
shows how you can safeguard your 
accounts receivable and your profits 
through the uncertain months and 
years ahead. No charge. No obligation. 
For a copy address: American Credit 
Indemnity Company of New York, 
Dept. 47, First National Bank Build- 
ing, Baltimore 2, Md. 


PRESIDENT 


American 


Credit Insurance 


pays you when 


your customers cant 
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to serve you better, and you in turn 
will gain much from his broad and 
varied financial experience. Work- 
ing together in a cooperative spirit 
of mutual confidence, you and your 
banker can form a team that is not 
only mutually profitable in a busi- 
ness sense but vitally constructive in 
promoting the economic health of the 
nation and your own community. 


Does Anyone Want 
To Buy a Pipeline 
At Bargain Price? 


The War Assets Administra- 

tion, Office of Real Property 

Disposal, has announced that 

July 30 will be the last day for 

receiving offers for the purchase or 

lease, in whole or in part, of the Big 
Inch and Little Inch pipelines. 

All proposals received before the 
closing date will be held confidential 
until the public reading of the bids 
occurs at 10:00 a. m. on July 31. In 
view of the great interest in the dis- 
position of these facilities, and the 
nation-wide economic importance of 
the peace-time operation of the lines, 
John J. O’Brien, Deputy Adminis- 
trator of WAA, has requested that 
all interested persons or groups dis- 
cuss their proposals with WAA so 
that they may be checked and ana- 
lyzed before being committed to 
writing. The Big Inch, 24 inches 
in diameter, extends from Long- 
view, Texas, to Linden, New Jer- 
sey; the Little Inch, a mere 20 
inches in diameter, runs from Beau- 
mont, Texas, to the New York City 
area. 


New Magazine Will 
Feature International 
Affairs Exclusively 

The United States News, on 
= May 23, brought before the 

public the first edition of its 

new weekly, World Report. 
Devoted entirely to world affairs, it 
follows closely the very readable 
format of its older and highly re- 
spected brother. 

Lloyd Lehrbas, who reported the 
bombing of Warsaw for the Asso- 
ciated Press, is executive editor, and 
Vice-Admiral Russell Willson, U. 
S. N. (Ret’d), is his associate. 
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Uncle Sam’s Payroll 


Consolidated table of Federal personnel inside and outside continental United States employed by 
executive agencies during sipril 1946, and comparison with Marc 


Departments or Agencies 


Executive Office of the President 
Bureau of the Budget 
Executive Departments (except War and Navy 
Departments) 
Agriculture Department......... 


Commerce Department..................... 
MOE DOT MMOINURIIOIIE 55.555 55s socks cc cules oes 


Justice Department 
Labor Department 
Post Office a... 
State Department. . 
Treasury Department. . 


Emergency War es eon 


Committee on Fair Employment Practices . . 
Office of Alien Property Custodian. . 

Office of Defense Transportation. . 

Office of Inter-American Affairs 

Office of Price Administration. . 


Office of Scientific Research and Development : 


Office of War Mobilization and Reconversion. . 
Petroleum Administration for War 
Selective Service System. . 
War Shipping Administration. . 
Postwar Agencies — 

Civilian Production Administration’. . 
National Wage Stabilization Board’. . 
Office of Economic Stabilization! 
War Assets Administration, 

Independent Agencies 
American Battle Monuments Commission 


American Commission, — of Monu- 


ments in Europe’. . 
Civil Aeronautics Board... 
Civil Service Commission . 
Employees Compensation Commission. 
Export-Import Bank of Washington. . 
Federal Communications Commission. . 
Federal Deposit Insurance Corporation 
Federal Power Commission. . ; 


Federal Security Agency.................... 
Federal Trade Commission.................. 
Federal Works Agency..................... 


General Accounting Office 


Government Printing Office................. 


Interstate Commerce Commission. . 
Maritime Commission. . 


National Advisory Committee for Aeronautics. 


National Archives. . 
National Capital Housing Authority... 


National Capital Park and acne Com.. < 


National Gallery of Art. . 

National Housing Agency .. 

National Labor Relations Board.. 
National Mediation Board. . 

Panama Canal. . 

Railroad Retirement Board.. " 
Reconstruction Finance Corporation. . 
Securities and — Commission... 
Smithsonian Institution. . cit 
Tariff Commission. . 

Tax Court of the United States. . 
Tennessee Valley Authority 


Veterans Admnistration.................... 


Total, excluding War and Navy Deptmts.. 


Net increase, excluding War and Navy Depts. 


Navy Department, inside and outside U. S. . 
War Department, inside continental U. S. . 
War Department, outside continental U.S... 


Total, including War and Navy Departments. 
Net increase, including War and Navy Depts. 


1 Previously included under ‘ 





March 
1946 


April 
1946 


482,246 
19,613 
109,303 
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706 
120 
611 
33,262 
715 
192 

54 
15,176 
3,889 


2,851 
944 


32 
30,391 
39 





1,964 
39,116 
1,209 
430 
248 

121 
11,670 
136,015 


11,052 
154,428 


Increase | 








} 
| 
| 


Decrease 





330 | 
122 


7 
30,391 
1 | 





18,413 





2,873,509 





1,222,284 

561,501 | 
721,697 
368,027 


1,261,979 


715,971 
5352,167 


543,854 


2,873,971 


69,574 





69,112 
4\62 





‘Emergency war agencies.” 


2 Created Mar. 25, 1946. Includes employees transferred from Reconstruction Finance Corporation. 


3 Included for the first time in committee report. 


* Figures as of Feb. 28, 1946. 
5 Figures as of Mar. 31, 1946, 
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Credit and Sales 


(Continued from page 19) 


should be given a spot on every sales 
meeting program so that he can give 
the salesmen his observations of 
some of their customers, and the 
salesmen can get a glimpse of the 


financial conditions of these accounts. 


You know there are too many 
salesmen who think that all they have 
to do is to send in orders, and then 
their part of the work is finished. 
That is not true. Many an account 
that has become delinquent can be 
saved to the house through the help 
and cooperation of the Credit De- 
partment. 


Know the Salesmen 


I believe every Credit Manager 
should study the personality of the 
salesmen so that he knows how to 
approach them when it comes to col- 
lecting from a delinquent account. 
It is not only helpful in that manner, 
but will also help the Credit Depart- 
ment to judge the information given 
to him by the salesman on the vari- 
ous accounts in his territory. 

I know in my own experience as 
a salesman it was easy to sell a deal- 
er a quantity of merchandise, never 
thinking how long it would take him 
to sell the goods and have him pay 
the invoice. 

What I am leading up to is post- 
dating of invoices. In the old days, 
it was common practice to sell a man 
a quantity of merchandise and tell 
him he would have 60, 90 or 120 
days to pay the invoice. That was 
just duck soup for the salesman. He 
was selling time payments not mer- 
chandise. 

You know, after all, the average 
merchant buys three things—dating, 
free goods and window display, and, 
of course, with such a program for 
the salesman to come out even, he 
had to sell him a goodly quantity of 
goods, with the result that, when it 
Was time to pay the bill, the average 
fellow would not have the money to 
pay for the goods. 


Good Account Past Due 


[ particularly have in mind a 
friend of mine who opened up a 
drug store; he had character, he had 
ability to pay, he had everything, 
but, after operating for a year, our 


Credit Manager discovered his pur- 
chases were falling behind and he 
was past due on his account to the 
extent of about $1800.00. 

I was called in and asked to go 
out to see the fellow and find out 
what was the matter. I discovered 
he had married, was paying more 
rent for his home than he should and 
was buying a lot of postdating orders 
from various suppliers. As these 
payments became due, he naturally 
paid them, but the wholesalers suf- 
fered. 

So at the suggestion of the Credit 
Manager, I made arrangements with 
him whereby he paid cash for every 
order that came in. This, of course, 
was after we had taken a demand 
note from him for $1800.00. We 
asked him to add $10.00 to $15.00, 
or as little as $5.00, to each order 
he received, until this note was liqui- 
dated. 

He liquidated the note within a 
period of fourteen months. This 
happened about ten years ago and 
he still talks about the smartness of 
this Credit Manager who put him 
on the right track. 


: Help Retailers 


I believe a credit man can be a lot 
of help to the average retailer by 
helping to improve his methods. He 
can assist with free advice duing 
bad times by citing to this retailer 
instances with which he has had ac- 
tual contacts. 


After all, today the average re- 
tailer is not only a buyer, but a book- 
keeper, window trimmer, janitor and 
OPA policeman, as well. I believe 
it is essential for the Credit Mana- 
ger to visit the various territories 
covered by the salesmen and become 
acquainted with these accounts, 
thereby gaining personal knowledge 
of the conditions existing in the dif- 
ferent sections of each salesman’s 
territory. This will not only help 
the Credit Department, but also is 
helpful to the Sales Department. 

A credit man can be very helpful 
to the Sales Department by furnish- 
ing leads to the salesmen that can 
be developed. He can get this in- 
formation through his trips around 
the territories. He can get infor- 
mation through the conditions exist- 
ing at each monthly check-up of ac- 
counts. He can inform the Sales De- 
partment very easily of all accounts 
lagging, so that the Sales Depart- 
ment, in turn, can get after the sales- 
men to contact these accounts prop- 
erly and get more sales. 


New Pittsburgh Zebras Are 
Put Through Their Paces 


Pittsburgh: The officers of the Pitts- 
burgh Herd of the Royal Order of Zebras 
held their Annual Zebranitiation on Tues- 
day, July 2nd. The evening got under 
way with a dinner at Daniels’ Farm on 
McKnight Road, after which they put 
the Mule Skinners to work on some new 
candidates for the Herd. 


sore You pblive to this Sctuation 7 


Construction costs are rising. Many an owner 
of property is faced with the danger of finding 
himself under-insured should he suffer a loss. 
Now is the time to check the amount of insur- 
ance you carry and to determine if it is in line 
with today’s building costs. 

We'd be glad to do what we can to help. 


THE PHOENIX INSURANCE COMPANY 
Hartford 15, Conn. 


The Connecticut Fire Ins. Co. 
Hartford, 15, Conn. 


Atlantic Fire Insurance Company 
Raleigh, North Carolina 


Great Eastern Fire Insurance Co. 
White Plains, N. Y. 


Equitable Fire & Marine Ins. Co. 
Providence 3, R. 1. 


The Central States Fire Ins. Co. 
Wichita 2, Kansas 


Minneapolis F. & M. Ins. Co. 


Minneapolis 2, Minn. 


Reliance Insurance Company of Canada 
Montreal 1, Canada 
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WHAT ARE FAIR WAGES? 


They Are Never Exactly at the Point of Equilibrium 


In discussing this question the 
seller of labor—whether un- 
wo oskilled worker, craftsman, 
clerk, teacher, lawyer, or 
movie actor—is apt to say that a fair 
wage is as much as he can get; 
whereas the employer, as buyer, is 
likely to think, if not to say, that a 
contract wage, however low, is per- 
fectly fair, being determined by vol- 
untary agreement in a free market. 
The employer, therefore, might reply 
to a disgruntled worker, as in the 
ancient parable of laborers in the 
vineyard: “Friend, I did thee no 
wrong : didst thou not agree with me 
for a penny?” This implies that 
business people—and all who have 
commercial dealings are in that class 
—have a right to buy in the cheapest 
market and sell in the dearest, and 
that the result of free bargaining is 
a fair, just, reasonable, and right 
price. 


Temporary Phase 


This, one might say, is common 
business practice and common sense, 
and yet, to the historical eye, it ap- 
pears as a temporary phase of busi- 
ness relations, which culminated in 
the laissez-faire philosophy of the 
nineteenth century and now seems 
to be passing away. During the 
Middle Ages of Europe, as in an- 
cient times, people of every class 
were expected to be content with the 
rank or station in which God had 
put them. Just wages, therefore, 
like just prices, were held to be cus- 
tomary wages, such as would enable 
the laborers to live as their fathers 
had lived, and the upper classes, who 
were in control, did their best to keep 
them in their proper station. 

For example, in the year 1349, 
after the Black Death, which had 
destroyed a large part of the popula- 
tion of Europe, a law was passed in 
England requiring that servants 
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should receive the same wages as 
had been offered before the plague. 
However, as labor was very scarce, 
the law could not be fully enforced 
and wages continued to rise for some 
time. In England, at least, if not on 
the Continent, the workers were no 
longer satisfied with customary pay 
and wages were determined more 
and more by free contract. Remind- 
ing one of the oft-quoted words of 
Sir Henry Maine: “The movement 
of progressive societies has hitherto 
been a movement from status to con- 
tract.” 


Servant Becomes Master 


This was especially true in the 
colonies, where labor was relatively 
scarce and wages were high. Gov- 
ernor Winthrop, of Massachusetts, 
tells in his journal of a master who, 
in the year 1645, was forced to sell 
a pair of oxen to pay a servant’s 
wages. “He told the man he could 
keep him no longer, not knowing 
how to pay him next year. The 
servant answered he would serve him 
for more of his cattle. ‘But how 
shall I do,’ saith the master, ‘when 
all my cattle are gone?’ The ser- 
vant replied, “You shall then serve 
me and have your cattle again.’ ” 

In this case, because of the scarcity 
of labor, the servant had the upper 
hand and the master was the under 
dog ; but more often, under the con- 
tract system, the servant is at a dis- 
advantage in that he has only his la- 
bor, a perishable commodity, to sell, 
and there is usually someone ready 
to take his place. In the course of 


time, therefore, labor and the friends 
of labor have made numerous ef- 
forts by way of setting up progres- 
sive standards of living to mitigate 
the hardships of free contract and 
raise wages to higher and higher 
levels. 


Churchmen and Laymen Speak 


Among the efforts to define fair 
wages along these lines may be men- 
tioned that of Pope Leo XIII in 
the celebrated encyclical, RERUM 
NOVARUM, of May 15, 1891, 
where it is stated : “Let the working- 
man and the employer make free 
agreements; nevertheless, there un- 
derlies a dictate of natural justice 
more imperious than any bargain 
between man and man, namely, that 
wages ought not to be insufficient to 
support a frugal and well-behaved 
wage-earner. . . . If a workman’s 
wage be sufficient to enable him 
comfortably to support his wife and 
his children, he will find it easy, if 
he be a sensible man, to practice 
thrift and put by some little savings.” 

Forty years later Pope Pius XI 
issued another encyclical in which 
he vindicated and developed the 
teaching of his predecessor, while 
noting that the welfare of the em- 
ployer also must be considered, thus: 
“The condition of any particular 
business and of its owner must also 
come into question in settling the 
scale of wages, for it is unjust to de- 
mand wages so high that an em- 
ployer cannot pay them without ruin 
and without consequent distress 
among the working people them- 
selves.” 

More specific is the dictum of Mr. 
Justice Higgins, President of the 
Australian Commonwealth Arbitra- 
tion Court, who, in the famous Har- 
vester judgment of 1907, took as 
his standard “the normal needs of 
the average employee regarded as a 
human being in a civilized commu- 
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nity,” and estimated that a weekly 
wage of forty-two shillings—about 
ten dollars—was needed to maintain 
a family of five. Of course, as the 
cest of living in Australia has more 
than doubled since the year 1907, 
the minimum wages determined by 
the wages boards and arbitration 
courts have been correspondingly in- 
creased, 


Minimum of Justice 


In the year 1927 Professor John 
A, Ryan estimated that in any large 
city of the United States the mini- 
mum cost of decent living for the 
“standard” family of five was be- 
tween $1500 and $1700 per annum. 
This, he wrote, represented the min- 
imum of justice, after which the 
problem of complete wage justice 
should be considered with due regard 
to the interests of the employers, 
consumers, and weaker groups of 
wage-earners, 

In discussing the interests and 
rights of employers, Father Ryan 
wrote: “When the various groups of 
workers are already receiving the 
‘equitable minimum’ they have no 
strict right to any additional com- 
pensation out of those rare surplus 
profits which come into existence in 
conditions of competition. If ex- 
ceptionally able business men were 
not permitted to retain the surplus 
in question, they would not exert 
themselves sufficiently to produce it; 
labor would gain nothing; and the 
community would be deprived of the 
larger product.” 


Later Budgets 


More recent writers on this sub- 
ject working for the Division of So- 
cial Research of the Works Progress 
Administration made estimates of 
goods and services needed on June 
15, 1943, in our larger cities by a 
four-person family living at a “main- 
tenance level.” Such a family would 
require a yearly income of $1641 in 
Atlanta, $1598 in Detroit, $1816 in 
New York, $1807 in San Francisco, 
and $1809 in Washington, D. C. The 
report adds that, because of the later 
increase in the cost of living, the fig- 
ures should be raised by 5 per cent 
to make them applicable to October, 
1945, 

Another investigation based on the 
spending habits of economic groups 
in San Francisco has been made by 


the Heller Committee ot the Uni- 
versity of California. The Commit- 
tee found that a wage-earner’s fam- 
ily consisting of man, wife, boy of 
13, and girl of 8 would require to 
meet the generally accepted standard 
of “health and decency” as of March, 
1945, a yearly income of $3075.72, 
or an average weekly income of 


$59.13. 


An examination of this budget | 
seems to show that it should be suf- | 


ficient for a standard of relative com- 
fort, inasmuch as it allowed $978 for 
food, $179 for medical care, $137 
for automobile upkeep, $113 for life- 
insurance premiums, $350 for the 
purchase of war bonds, and several 
other rather liberal allowances. But 
who shall say that an American fam- 
ily should not have all of these things 
—and more, if possible? 


- Human Wants Unlimited 


From such figures as these it is 
evident that there is no limit to hu- 
man wants and that a standard of 
living based on the needs of one 
party to the labor contract cannot 


be the sole basis of a fair wage. A | 


wage is not a gift nor an exaction by 
force or fraud, but a payment for 


service rendered, a quid pro quo, | 


and must be determined, on the side 
of the employer, by the value of the 
service to him. To the worker a 
wage is income, but to the employer 
it is expense or money cost and, as 
such, cannot and will not long be 
paid unless the money value of the 
product created or the service rend- 
ered is sufficient to cover the cost. 
On the face of it a labor contract 
is an agreement between two parties 


—the employer and the employee— | 


but in most kinds of business, where 
the employer has something to sell, 
there is a third party concerned, the 
consumer, who, in the last analysis, 
is the real employer of labor, the 
business man being a sort of agent 
or middleman. Fair wages, there- 
fore, must be such as are fair to all 
concerned, permitting of fair prices 
and profits as well as fair wages and, 
as Professor Pigou puts it, will 
“maximize the national dividend.” 


Workers Want to Keep Gains 


The present wave of serious 
strikes has been closely related to 
high wartime wages and the deter- 
mination of the workers to keep 
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what they had gained, if not to get 
something more, especially in view 
of the rising cost of living. For ex- 
ample, in our manufacturing indus- 
tries weekly earnings, including over- 
time pay, had increased by 70 per 
cent—from $27.71 in January, 1941, 
to $47.12 in April, 1945—but the 
workers feared a return to the stand- 
ard 40-hour week which, at current 
wage rates, would have reduced their 
average take-home pay to $36.29. 
They were ready, therefore, to listen 
to such aggressive leaders as Philip 
Murray, President of the Congress 
of Industrial Organizations, and 
Walter P. Reuther, now President 
of the International Union of Auto- 
mobile Workers, CIO, who demand- 
ed a general increase of 30 per cent 
in basic rates, or 47 hours’ pay for 
a 40-hour week, which, plus over- 
time, would have more than re- 
stored wartime earnings. 


Average Wage Higher 


The CIO had been encouraged in 
these demands by the discovery of a 
confidential report from the Office 
of War Mobilization and Recon- 
struction stating that the manufac- 
turing industries could increase 
average wage rates for the year 
1946 by 24 per cent without increas- 
ing prices or reducing profit mar- 
gins. Mr. Murray, however, found 
this estimate far too conservative 
and, forecasting a ‘spectacular in- 
crease in productivity,” concluded 
that the manufacturers could pay a 
total wage increase of 38 per cent 
without price increases and with 
profits after taxes at twice the pre- 
war level. 


When the General Motors strike 
began, in December, 1945, the work- 
ers in our manufacturing industries 
were still getting average weekly 
earnings of $41.40 for about 42 
hours, being an increase of 50 per 
cent over their wages of January, 
1941 ; and even if their pay had been 
cut to $36.29, as feared, they would 
still have been getting an increase of 
36 per cent, as compared with the 
33 per cent increase in the cost of 
living estimated by the Bureau of 
Labor .Statistics. But Mr. Murray 
claimed that the cost of living had 
increased by at least 45 per cent 
and that, allowing for the increased 
productivity of the average worker, 
a wage increase of 54 per cent would 
be necessary to restore the prewar 
relationship of wages to cost of liv- 
ing and labor productivity. 

This final figure looks like a wild 
guess, and Mr. Murray was surely 
overstating his case, especially in 
view of the statement by Henry 
Ford, II, that “on the whole, pro- 
ductivity in our plants declined more 
than 34 per cent during the war pe- 
riod.” However that may be, the 
employees of General Motors, whose 
wartime weekly earnings had been 
on a par with the Heller budget, 
could have earned almost as much 
if they had accepted the Corpora- 
tion’s offer of a 45-hour week with 
a 6 per cent increase in basic rates 
and the usual time-and-a-half for 
overtime. The offer was rejected 
by the Union as “reactionary,” but 
it had considerable merit as looking 
toward increased production, the 
only source of prosperity and high- 
er standards of living and the best 
antidote to inflation. 


The case of the strikers, as pre- 
sented by the labor leaders, rests 
chiefly upon the needs of the work- 
ers in a time of rising cost of living, 
but it has been backed up by the 
claim that, in view of wartime prof- 
its and future prospects, the em- 
ployers are well able to pay the 
wages demanded. This is a ques- 
tionable contention, and might prove 
to be a boomerang in time of de- 
pression when the employers’ ability 
to pay out of current income might 
be reduced to nothing or less than 
nothing. 

But a great array of figures has 
been assembled to prove that profits, 
both before and after taxes, have 
been excessive. The profits before 
taxes, of course, are irrelevant in 
this connection, but those after 
taxes, as shown in the following ta- 
ble, are more to the point. 


Manufacturing Corporation Profits 
after Taxes (1936 to 1945) 
(In Billions of Dollars) 


Prewar Years 


From these figures it is obvious 
that the wartime profits of manufac- 
turing were much higher than those 
of the thirties, when they were ab- 





Corporation 


Net Income 


Payrolls 





General M otors 
U. S. Steel 


$170,995,865 
60,791,281 


“| $1,380,030,467 
914,341,158 


Sum of Net Income | Percentage Going to 
and Payrolls 





Owners | Employees 





$1,551,026,332 12 88 


975,132,439 7 93 
889,500,000 5 95 
514,800,000 10 


Bethlehem Steel 
General Electric 
American Telegraph & 
Telephone Company 
Swift & Company 
(to Oct., 1945) 
National Dairy Products 
Company 
American Rolling Mills 
Company 
Fairmont Creamery 
West Virginia Pulp & 


Paper Company 


42,500,000 
50,800,000 


847,000,000 
464,000,000 





163,165,614 1,073,928,000 1,237,093,614 14 


12,303,807 161,359,601 173,663,408 8 


13,318,000 94,648,000 107,956,000 
5,067,991 


1,070,280 


64,786,517 
8,502,633 


69,854,508 
9,572,913 














2,142,672 


15,439,766 


17,685,838 





neat 
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normally low; but it should be re- 
membered that the OPA and the 
other governmental price - fixing 
agencies felt obliged to encourage 
business in order to get the best re- 
sults. Besides, it is worth noting 
that less than half of the net profits 
have been paid out in dividends, the 
rest being retained as surplus earn- 
ings for improvements and security, 
and that the stockholders themselves 
have been heavily taxed by the fed- 
eral, state, and local governments. 


Facts 


It is commonly thought that busi- 
ness profits are very high as com- 
pared with wages and salaries, but 
the figures opposite taken from the 
reports of relatively successful con- 
cerns may serve to correct such mis- 
conceptions. 

That these figures represent fairly 
well the normal ratios of profits to 
payrolls may be seen in the Survey 
of Current Business of January, 
1946, which gives the distributive 
shares of corporate production for 
the year 1944 and estimates the 
profits after taxes at 9 per cent and 
the compensation of employees at 
61 per cent, making a total of 70 per 
cent of total production as the com- 
bined share of owners and employ- 
ees, of which the owners had 13 per 
cent and the employees 87 per cent. 

It looks, therefore, as though even 
the most successful corporations, 
such as General Motors and General 
Electric, could not afford to make 
any substantial increase in wages 
without price relief; and how rela- 
tively unsuccessful concerns—the so- 
called marginal businesses—could 
follow their lead it is hard to see. 


New Price Policy 


However, pending governmental 
decision as to prices a number of 
strikes have been settled by increas- 
ing hourly basic wage-rates by about 
18.5 cents or from 16 to 17 per cent. 
These compromises have encouraged 
many other unions to demand simi- 
lar concessions and have set a mini- 
mum standard or pattern for future 
agreements. But inasmuch as the 
industries were able to show that 
they could not “absorb” any consid- 
erable part of the additional costs 
Without serious loss, the government 
has been obliged to promise price 


relief. The new price policy an- 
nounced by President Truman on 
February 14 is, in brief, as follows: 

“First, a basis for reasonable 
wage settlements in all cases. La- 
bor is assured the opportunity to ob- 
tain wage adjustments in line with 
those worked out in free negotia- 
tions, or recommended by the gov- 
ernment, since V-J day. 

“Second, prompt adjustments in 
price ceilings wherever they are nec- 
essary to relieve hardship or in- 
crease production of essential 
goods.” 


Objective Is Output 


Here is no guide to the discovery 
of reasonable wages apart from free 
negotiation or governmental recom- 
mendation which, as everybody 
knows, is nothing but compromise 
or splitting the difference. But the 
final word in the statement, “in- 
creased production of essential 
goods,” strikes the key-note for har- 
monious settlement by implying that 
the prime objective of economic ef- 
fort should be the greatest possible 
output of goods and services—bal- 
anced abundance—and that the shar- 
ing of the joint product of labor 
and capital, important though it be, 
is of secondary moment. If, then, 
we are to have maximum produc- 
tivity and high, if not full, employ- 
ment of our resources, natural and 
human, there must be balance or 
equilibrium among the parties par- 
ticipating in production and the 
shares going to them, which are 
their incentive and reward. 


Equilibrium Profits 


An equilibrium price, as T. N. 
Carver has put it, “is a price which 
will induce producers to supply as 
much of a commodity in question as 
buyers are willing to buy. At the 
equilibrium price the market clears 
itself : exactly as much is offered for 
sale as is bought, leaving neither 
would-be buyers ready to pay the 
price but unable to get the commod- 
ity, nor would-be sellers willing to 
sell for the price but unable to find 
buyers.” In other words, an equilib- 
rium price is a price determined by 
competition among many buyers and 
many sellers, where there is no mo- 
nopoly; and such a price, as most 
unbiased buyers and sellers will ad- 
mit, is not far from fair. 
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By the same token equilibrium 
profits are such as will induce in- 
vestors to supply as much venture 
capital as business enterprisers are 
willing to use. At the equilibrium 
point the market tends to clear it- 
self, leaving neither idle capital 
awaiting sufficient incentive to in- 
vest nor business enterprisers un- 
able to obtain the funds they need 
for starting new enterprises or ex- 
panding those already begun. The 
supply price of venture capital, of 
course, varies with the estimated 
risk, but who shall say that com- 
petitive profits, whether in farming, 
manufacturing, merchandising, min- 
ing, or what not, are not as fair as 
can be in our present economic or- 
der? 

If then, we may find fair prices 
and profits at their respective points 
of equilibrium, why may we not look 
for fair wages at or near a similar 
point of equilibrium or balance, 
where employers and employees 
come together in a free market and 
the market clears itself, leaving 
neither employers willing to pay that 
wage unable to find employees nor 
employees willing to accept it un- 
able to find employers? 


Equilibrium in Wages 


Actual wages, of course, are never 
exactly at the imaginary point of 
equilibrium, but either above or be- 
low it, so there is always room for 
bargaining. If, as is often the case, 
the employer, in a buyers’ market, 
has the greater bargaining power, 
he may keep wages down below the 
point of equilibrium, and thus injure 
his employees by paying them less 
than they are worth and injure him- 
self by failing to get the needed sup- 
ply of competent workers. If, on 
the other hand, the employees have 
the advantage, by virtue of being 
strongly unionized, they may force 
wages above the point of equilibrium, 
sacrifice the high-cost or marginal 
employers and throw more or fewer 
of their fellow workers into the limbo 
of the unemployed. 

The deplorable strikes which have 
been going on at the very time when 
reconversion was the order of the 
day and prospects were bright for 
good business, full employment, and 
a national income adequate to our 
financial commitments, have pain- 
fully shown the folly and futility of 

(Continued on page 34) 
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Federal Reserve 
Amends Parts of 
Regulation W 


The Board of Governors of the 
Federal Reserve System has adopted 
effective July 5, 1946, the following 
amendments to Regulation W. 

Section 2 (e) now reads: 

Instalment Sale means an instal- 
ment credit in a principal amount 
of $1500 or less, which is made, as 
principal, agent or broker, by any 
seller of any consumers’ durable or 
semi-durable goods listed in section 
13 (2) (hereinafter called a “listed 
article”) and which arises out of a 
sale of such listed article. 

Section 8 (a) now reads: 

Real Estate and home improve- 
ment loans—Any extension of credit 
which is for the purpose of financing 
or refinancing (1) the construction 
or repair of an entire residential 
building or other entire structure or 
(2) repairs, alterations, or improve- 
ments upon urban, suburban or rural 
real property in connection with ex- 
isting structures, provided such re- 
pairs, alterations, or improvements 
do not incorporate any listed article. 

Section 8 (c) is amended by re- 
vising clause (1) thereof to read as 
follows: 

(1) That the proceeds are to be 
used for bona fide educational, medi- 
cal, hospital, dental or funeral ex- 
penses, or to pay debts incurred for 
such expenses, and that such pro- 
ceeds (unless they are to be used ex- 
clusively for educational expenses ) 
are to be paid over in amounts 
specified in such statement to per- 
sons whose names, addresses and 
occupations are stated therein. 


Fair Wages 


(Continued from page 33) 


disputes about future income which 
make the creation and enjoyment of 
it impossible. The OPA, to be sure, 
is fixing higher prices all along the 
line, but that is a sort of conspiracy 
of labor and capital, with the con- 
nivance of the government, against 
the general public by making mil- 
lions of consumers whose incomes 
remain low pay tribute to those 
whose incomes are already relatively 
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high. 

Moreover, the additional inflation 
thus generated may make the cost of 
living rise faster than wages, and 
thus take from the strikers them- 
selves in buying power or real wages 
more than they have gained in money 
income. As Dr. Edwin G. Nourse, 
of the Brookings Institution, has 
well said: “Prosperity is spelled by 
more goods for the same money, 
not more money for the same goods.” 

For all of that, our belligerent la- 
bor leaders, in the name of collective 
bargaining and the right to strike, 
are determined to get for their fol- 
lowers all they can, regardless of the 
public welfare or their own long- 
time interests. How long the patient 
public will stand for this remains to 
be seen, but already other interests 
are becoming more vocal, and soon- 
er or later labor power is likely to be 
increasingly limited by the power of 
pressure groups arrayed against it. 
And if, through such conflict of 
forces, a harmonious and happy re- 
sultant be not forthcoming, what will 
remain but drastic governmental dic- 
tatorship, from which we may well 
pray to be delivered? 


Small Business Men’s 
Association To Meet 
in Chicago July 22 


The National Small Business 

Bs Men’s Association will hold its 
annual national membership 
meeting at the Palmer House 

in Chicago July 22, 23 and 24, ac- 
cording to DeWitt Emery, president. 

Operators of small business en- 
terprises from all over the United 
States are expected to attend the 
sessions, which will deal with gov- 
ernment regulations, labor relations, 
taxes and other problems of present- 
day business. 

Harold O. McLain, president of 
the Railways Ice Company, Chicago, 
will be the principal speaker at the 
banquet to be held July 23 and Billy 
B. Van, mayor of Newport, N. H., 
will speak at the luncheon meeting 
July 24. Other noted speakers will 
be heard at various sessions of the 
convention, Mr. Emery said. 

As president of the association, 
Mr. Emery will report on the organ- 
ization’s accomplishments and ob- 
jectives. 


False Matter 


(Continued from page 9) 


right on the face of the mailing. 

It is not necessary that the finan- 
cial statement be mailed, and it is 
not even necessary that any credit 
be extended thereon. The scheme is 
complete with the attempt to get 
merchandise or credit by means of 
a false financial statement, and if the 
mails are used to effectuate that 
scheme the crime is complete. 

Therefore, what you must look 
for are any letters which within the 
past three years were mailed by the 
prospective defendant or, for that 
matter, caused to be mailed by the 
prospective defendant, which letters 
either on their face or by proof out- 
side can be shown to be letters which 
were mailed or caused to be mailed 
pursuant to the scheme to get mer- 
chandise by means of false state- 
ments. 

The courts have gone pretty far 
in holding that the mails were used 
fraudulently pursuant to the scheme. 
For instance, a letter acknowledging 
the receipt of the merchandise or a 
letter asking for extension of terms 
or any other letter of a similar na- 
ture which helped the defendant in 
executing the scheme would be held 
to be a crime pursuant to it and, 
therefore, the statute of limitations 
would start running from the date of 
the mailing of such letters. 


Referees’ Salary 
Bill Overcomes All 
Hurdles; Is Now Law 


The Referees’ Salary Bill, H. R. 
ys. which places referees in 
bankruptcy on a salaried basis. § 
was passed by Congress and 
sent to the President for signature f 
on June 19. 

The bill places a ceiling of $10,000 
on the salary of referees and abol- 
ishes the fee system. With the fees 
accruing to the Government the re- 
sulting fund would meet all of the f 
requirements for referees’ salaries 
and return a profit to the Govern- 
ment as well, according to Repre- 


-sentative Sam Hobbs, of Alabama, 


who had charge of the bill on the 
house floor. 
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Milan V. Ayres, former An- 

A alyst and General Manager of 
the National Association of 
Sales Finance Companies, is 
the author of a new volume, IN- 
STALMENT MATHEMATICS 
HANDBOOK, which the Ronald 
Press Company has just published. 

Priced at ten dollars, the book 
covers all the regular and special 
calculations necessary in instalment 
financing and time-payment liquida- 
tions in all companies or organiza- 
tions operating in such fields. It is 
designed specifically to aid those who 
are engaged in instalment selling, 
making direct loans to individuals, 
to finance companies organized to 
deal in instalment paper, and to men 
in banks and other agencies making 
loans to finance time-payment ac- 
tivities. 

Another recent volume, WHEN 
FOREMAN AND STEWARD 
BARGAIN, by Glenn Gardiner, 
Vice-President, Forstmann Woolen 
Co. (McGraw-Hill, $2), meets man- 
agement’s present-day need for up- 
to-date information on the first phase 
of collective bargaining, the day-to- 
day relations between foreman and 
union steward. Written primarily 
for the foreman, it is intended to ex- 
plain to him what unionization 
means in all its implications and how 
it affects the foreman as part of 
management. 


Bankers’ and Surety 
Associations Revise 
Two Standard Forms 


Following a comprehensive 
survey by the Surety Associa- 
uM tion of America, in collabora- 
tion with the Insurance and 
Protective Committee of the Amer- 
ican Bankers’ Association, Bankers’ 
Blanket Bonds, Standard Forms 
Nos. 2 and 24, have been revised by 
the former association. 

This is the first postwar revision 
of these forms, and it is retroactive 
to March 1, 1946. The overall ef- 
lect is to broaden the scope of cov- 
frage and to bring the forms up to 
date by including in the printed 
forms all the broadening features 
heretofore added by rider only. 


CREp 


Edward J. Rieckelmann Was a Delegate 
to the First National Convention in 1896 


Of more than passing interest 
* is the picture above of Mr. 
Ww Edward J. Rieckelmann. 

Mr. Rieckelmann was a del- 
egate to the first convention of the 
National Association of Credit Men 
at Toledo in 1896. He is now almost 
76 years old. His health has not 
been very good and so he spends 
much of his time in Flordia, al- 
though his business life has been 
spent in Cincinnati. 

Harry W. Voss, Secretary-Man- 
ager of the Cincinnati Association of 
Credit Men, states, in a letter which 





The revision of the bond forms 
has rendered obsolete certain exist- 
ing riders and several new riders 
consequently have been drafted. In 
addition, a number of others have 
been revised. Thirteen major 
changes common to both forms have 
been effected. 
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accompanied the picture, that Mr. 
Rieckelmann “would try to think of 
the names of the other delegates and 
would write a letter giving them to 
him. He said that he was positive 
he was one of the youngest men in 
attendance—that they met in a the- 
atre and he thought the name of the 
theatre in Toledo was the National 
Theatre.” (Is that correct, Tole- 
do?) “He remembered very dis- 
tinctly that it wasn’t a very attrac- 
tive place and that it had a musty, 
offensive odor.” 


Mr. Rieckelmann is the first gen- 
tleman whose attendance at the first 
convention has come to our atten- 
tion. He is probably not unique, 
however, and if anyone knows of 
any other delegates to that historic 
meeting, and will take the trouble to 
write to us (and send a photograph) 
we would be most pleased. 
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Reader Derives 
Benefit From 


CREDIT Article 


People who edit magazines are 
the recipients of quite a large 
amount of mail of one kind and 
another. A goodly proportion 
of this mail consists of complaints 
from this person and that which stick 
to a definite form: “Why did East 
Cupcake only get thirty-three col- 
umns in last month’s issue?” (This, 
incidentally, in spite of the fact that 
East Cupcake had not previously 
written to us about themselves since 
1929!) 

However, now and again, the post- 
man brings us something really satis- 
fying. The letter that follows is an 
example of the kind of letter we like 
to receive. It proves that people not 
only read what we publish, but put 
some of the ideas propounded into 
practice. 

Here is the letter: 

Marchant Calculating Machine 

Company 

Oakland 8, California 
May 24, 1946 

Credit and Financial Management 
1309 Noble Street 
Philadelphia 23, Penna. 
Attn: Mr. Richard G. Tobin : Editor 
Gentlemen : 

We were particularly impressed 
by Mr. Thomas O Malley’s article 
in your April edition entitled “Banks 
as Credit Sources,” as we have not 
been satisfied with some of the credit 
information received from banks. 

In the past we received informa- 
tion of a general nature as we in- 
quired only into the credit reliability 
and general business reputation of 
certain of our accounts who are not 
nationally known. In many instances 
the banks only indicated that the ac- 
count was known to them and that 
they believed the account responsible 
for our credit consideration. 

The results have been more satis- 
factory since we adopted some of 
Mr. O Malley’s suggestions and re- 
vised our credit information letter 
to banks. As we thought Mr. O 
Malley might be interested in our 
findings, we are attaching copies of 
both our old and new credit informa- 
tion letter and also an analysis of our 
latest bank references. 

Yours very truly 
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Original Form Letter 


_ Gentlemen : 


You have been offered as a credit 
reference by the following company : 


We will greatly appreciate any in- 
formation you may give us in con- 
nection with the credit reliability and 
general business reputation of this 
company. 

Your prompt cooperation in this 
connection will be very much appre- 
ciated, and for your convenience in 
replying there is enclosed a self- 
addressed airmail envelope. 

Yours very truly 


New Form Letter 


Gentlemen : 

You have been offered as a credit 
reference by the following com- 
pany : 

In order to complete our credit 
file for this account will you please 
comment on all of the following 
items : 

1. Account has borrowed 
Secured: ....Non-Secured: ... 
Secured by Real Estate 
Merchandise 


Securities 

eS gt ee 
Amount of Loans: ........... 
Account does not borrow: 
Average balance: $ 

Date of Opening Account: ..... 
Character Reference: 


For your convenience in replying 

a copy of this letter is enclosed for 

insertion of your comments, together 

with a stamped addressed envelope. 
Yours very truly, 


ANALYSIS OF BANK 
/ REFERENCES 


REPORTING 


100 Banks reporting from all states. 
34 Filled in our form and returned 
it. In this case the majority of 
banks did not sign their name to 
the report. 
66 Banks composed their own let- 
ters. 


BORROWING 


41 Definitely stated account bor- 
rowed. 


36 Stated account did not borrow. 
23 Did not answer this question. 


BORROWING SECURED OR 
UNSECURED 


14 Reported account borrowed se- f 
cured, 
10 Reported account borrowed un- 
secured. 
4 Reported account borrowed 
both secured and unsecured. 
72 Did not answer this question. 


AMOUNT OF LOAN 


Listed exact amount of loan 
account borrowed. 

Did not quote amount bor- 
rowed. 

Did not answer this question. 


AVERAGE BALANCE 


58 Gave average balance in “me- 
dium 4 figures,” “Substantial 
amount,” etc., phrases. 

Quoted exact amounts, or in f 
the higher brackets figures, like 
“10-15M,” etc. 

Reported average balance plus, 
giving exact net worth of ac- 
count. 

30 Did not answer this question. 


CHARACTER REFERENCE 


69 Reported a good character ref- f 
erence. 
31 Did not answer this question. 


ACCOUNT BACKGROUND 


68 Stated exact number of years 
account was known to them. f 

10 Stated “period of time” or § 
number of months. 

22 Did not answer question. 


CREDIT RECOMMENDA- 
TIONS 


76 Recommended account for f 
credit. 

24 Did not mention Credit risk or 
assume responsibility for their 
report. : 
Reported account was “slow” J 
with payments. 

Reported account “discounted” 
payments. 

Reported account “prompt” it 
payments. 

Reported high credit but “care 
less” with payments. 

Gave no specific credit informa 
tion but recommended account 
for credit. 


(Continued on page 46) 
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E.L. Blaune, Jr. Is 
Elected President 
at French Lick 


Former Vice-president of 
Seattle to Lead 
N.A.C.M. During 1946-47 


E. L. Blaine, Jr., Peoples National 
Bank of Seattle, Washington, is the new 
president of the National Association of 
Credit Men, elected at the business meet- 
ing held in French Lick Springs, Ind., 
on June 25th. To serve with him as his 
official aides during the next Association 
year, Joseph Rubanow, Manufacturers 
Trust Company, New York, was elected 
vice-president for the Eastern division and 
Harry J. Offer, Edison Electric Co., De- 
troit, was elected vice-president for the 
Central division and Frank J. Dudley, 
General Grocery Company, Portland, Or- 
egon, was elected vice-president for the 
Western division. 

Mr. Blaine, who was a vice-president 
representing the Western division, served 
as chairman of the Nationa) Membership 
Committee during, the past two years, dur- 
ing which period more than 5,000 net 
gain in membership had been registered 
for N.A.C.M. A complete report of the 
excellent showing in membership gain 
under Mr. Blaine’s leadership is presented 
elsewhere in this issue. 

Eight new members of the National 
Board of Directors were elected and two 
Directors who had been appointed by the 
Board to fill vacancies were confirmed for 
the balance of their two-year terms. The 
Directors elected at the French Lick 
Springs meeting and the districts they 
represent were: 

Ist District—Miss Mary E. Curran, 
Assistant Treasurer, Jones, McDuffee & 
Stratton, Boston, Mass. 

2nd District—Miss Bess R. Havens, 
First National Bank, Binghamton, N. Y. 

3rd District—Hugh B. F. Kerr, R. W. 
Norris & Sons, Baltimore, Maryland. 

4th District—Paul J. Viall, Chattanooga 
Medicine Co., Chattanooga, Tenn. (two- 
year term); Otto E. Dreutzer, Alms & 
Doepke Co., Cincinnati, O. 

Sth District—George H. Nippert, Proc- 
a & Gamble Distributing Co., Chicago, 


6th District—T. B. Hendrick, Okla- 
homa City, Okla. 

7th District—Arthur E. Slack, I. W. 
Phillips Co., Tampa, Fla. 


NACM NEWS 


About Credit Leaders 





E. L. BLAINE, JR. 


8th District—(No Vacancies). 

9th District—(No Vacancies). 

10th District—F. W. Black, Swift & 
Co., San Francisco, Cal. (two-year term) ; 
Charles W. Adams, John W. Graham Co., 
Spokane, Wash.; Nat S. Davis, Bohemian 
Distributing Co., Los Angeles, Cal. 

President-elect Blaine and the new vice- 
presidents and the Board of Directors held 
a two-hour session on Tuesday afternoon 
after the adjournment of the annual busi- 
ness meeting. At this meeting plans were 
discussed for the Association’s activities 
in the year ahead. President Blaine an- 
nounced that he expects to announce all 
National Committees by early in July so 
as to keep the efforts of the Association 
going at full speed throughout the sum- 
mer. 


Paul Miller Reports 
to Delegates on 


Research Foundation 


Past President Paul W. Miller of At- 
lanta spoke at the Monday afternoon ses- 
sion of the French Lick meeting on the 
Credit Research Foundation, which has 
been under discussion by members of the 
National Board and a special committee, 
of which Mr. Miller has served as Chair- 
man during the past two years. He took as 
his ‘theme the importance of research in 
every line of modern endeavor. Automo- 
bile manufacturers, both individually and 
in their association, spend huge sums each 
year on research to improve their prod- 
ucts, and the Iron and Steel Institute is 
credited with practically every advance in 


(Continued on page 45) 
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Association Activities 





SmallNumbersNo 


Damperto French 
Lick Delegates 


Enthusiastic Credit 
Men Hold Streamlined 
Business Meeting 


While the attendance at the 50th annual 
meeting of the National Association of 
Credit Men at French Lick Springs, In- 
diana, on June 24th and 25th was limited 
as to numbers, there was no limit to 
the spirit and enthusiasm shown for the 
future activities of this nation-wide or- 
ganization of the credit and financial offi- 
cials of the leading manufacturers and 
wholesalers. In two half-day sessions the 
reports of committees and officers were 
presented. * These reports covered a 
broadened educational program; a foun- 
dation to promote special research in the 
problems of business finance and credit 
looking to the further advancement of 
credit as a business profession and for a 
further development of the Association’s 
service functions. 

The first delegations began to arrive 
on Sunday, June 23. Meetings of the 
committees on resolutions, nominations, 
Credit Interchange and of the National 
Executive Committee of the women’s ac- 
tivities were held on Sunday evening and 
on Monday morning. By the time the 
annual business meeting was called to 
order by President Robert L. Simpson 
of New Orleans, who had served during 
the past two war years, the machinery of 
the conclave was in smooth working or- 
der and the program progressed without 
a hitch as originally planned. 

At the Monday afternoon session Ex- 
ecutive Manager Henry H. Heimann gave 
a report of the Association’s progress 
during the two years since the last annual 
meeting in Omaha. In this report Mr. 
Heimann outlined the advancement that 
had been made in membership and in 
various service activities. He pointed to 
the growth and progress of Associations 
all over the country as the key to prog- 
ress of N.A.C.M. With business return- 
ing to a normal basis, he predicted a still 
further progress for the Association. 

Paul W. Miller of Atlanta, who has 
headed a committee at work for several 
months on a plan for a Credit Research 
Foundation, presented a glowing picture 
of some of the benefits to the credit pro- 
fession which might be obtained from 
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such a program. Further details of Mr. 
Miller’s plan are presented elsewhere in 
this issue. The new Board of Directors 
at its meeting directly after the French 
Lick business meeting continued Mr. Mil- 
ler’s committee for further promotion of 
the plan. Past President Miller and his 
committee will work out further details 
of the proposal, which will be submitted 
to the members in each Association for 
consideration. It is hoped that final ac- 
tion on the Research Foundation program 
will be ready to submit to the National 
Board of Directors in time for its fall 
session. 


Dr. Carl D. Smith, Director of Educa- 
tion, presented a plan for broadening and 
developing the educational work of the 
Association through the National Insti- 
tute of Credit. This enlargement con- 
templates additional study requirements 
for both the Associate and Fellowship 
awards, the promotion of district clinics 
on credit problems and a revival of the 
Summer Institute of Credit, which, be- 
cause of war conditions, had been discon- 
tinued for two years. A further outline 
of Dr. Smith’s report is- presented else- 
where in this issue. 


As chairman of the Board of Gover- 
nors of Credit Interchange, Gus C. Klip- 
pel, Van Camp Hardware and Iron Co., 
Indianapolis, presented a glowing report 
on the operation of this important feature 
of N.A.C.M. service. He pointed out 
that while the membership of N.A.C.M. 
has shown a 25% gain during the past 
two years, Credit Interchange now has 
the largest number of contracts in effect 
in its history, a gain of 32%, most of 
which has been recorded since January 
lst, 1946, when the present progressive 
plan went into effect. A total of six 
new Credit Interchange Bureaus are now 
in operation and the number of member 
inquiries has increased by 40%. While 
this increase represents an excellent and 
encouraging showing, Mr. Klippel point- 
ed out that the initial cost of establish- 
ing new Bureaus is heavy and that it will 
be necessary to continue intensive promo- 
tion of this service. Plans now in oper- 
ation and under consideration will, he 
predicted, give Credit Interchange such 
an impetus during the next Association 
year that the service will be able to pre- 
sent an even better report by the time. of 
the next convention in New York City. 


The Tuesday morning session was de- 
voted to awarding of prizes, reports of 
the resolutions and nominations commit- 
tee and the election and installation of 
officers. 


The first prizes to be awarded were 
those given by the National Board to the 
local Secretary Managers or members of 
the local office personnel on suggestions 
for improving Association services. 


The membership awards in the various 
classes were then announced by E. L. 
Blaine, Jr., who has acted as chairman 
of the National Membership Committee 
for the past two years. 


William C. Hussey, Lever Brothers & 
Adler, Rochester, N. Y., whose term as 
National Director expired this year, pre- 
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French Lick Banquet Is Featured by 


Inspiring Talks by President and 
Executive Manager of N. A. C. M. 


Robert L. Simpson 
Tells Goals He Hopes 
N.A.C.M. Will Reach 


The delegates at the French Lick 
Springs business meeting heard two stir- 
ring addresses at the Monday night ban- 
quet. Past President Ned Pilsbury of 
New Orleans, who acted as toastmaster, 
first called upon President Robert L. 
Simpson to give a report on some of the 
highlights of tHe two years during which 
he has served as president. 

Mr. Simpson responded with what he 
called his “swan-song.” Speaking from 
only scanty notes, Mr. Simpson painted 
a glowing picture of what the National 
Association might accomplish, what it 
had already achieved and how he hoped 
it would be the means of placing credit 
upon a high professional basis. 

Leadership was one of the basic factors 
in the achievements of the Association, 
Mr. Simpson said, and that only with pro- 
gressive leadership will it step ahead in 
future years to take its rightful place in 
the business world. As he traveled about 
among the Associations during the past 
two years he was impressed by the fact 
that strong leaders mean a strong local 
Association. The influence of these 
strong local Associations is felt through- 
out the national organization, he declared. 

Commenting upon the replies obtained 
from the Secretary Managers in the con- 
test fostered by the National Board, Mr. 
Simpson observed that many of the sug- 
gestions doubtless would be put into ef- 
fect in the near future and that they 
would increase the efficiency of the As- 
sociation’s activities. He expressed the 
hope that this contest might be continued 
from year to year, as he thought it would 
result in much good for the Association. 
The replies received from the Secretary 
Managers have been passed along to the 
members of the National Board and to 
the new National officers. 

Speaking in favor of the plan to estab- 
lish a Credit Research Foundation, Mr. 
Simpson pointed out that from his two 
years’ experience as president of the Na- 
tional Association he knew there are 
many important measures and activities 
that have been sidetracked because of 
insufficient funds and personnel to under- 
take them. The Foundation, when prop- 
erly launched, would enable this work to 
be done. This is not another means of 
financing the National, he said, but rath- 
er a proposed method of doing a much 
broader work. 


sented the report of the Resolutions 
Committee, of which he had served as 
chairman. The resolutions as read by 


Mr. Hussey were unanimously adopted. 


Henry H. Heimann Points to 
Credit as Biggest Factor 
in Prosperity of Nation 


One of the main features at National 
convention programs is the keynote ad- 
dress by Executive Manager Henry H. 
Heimann. These addresses have gener- 
ally dealt with business economics and 
have been widely quoted in the nation’s 
newspapers as expressing the views of 
the credit and financial executives of the 
country. Because of the short sessions 
at the French Lick meeting, there was no 
time for the usual address by Mr. Hei- 
mann, but at the Monday night banquet 
he presented some thoughts on the gen- 
eral situation, both present and future, 
which impressed the delegates as sound 
business logic. 


The importance of credit in establish- 
ing an era of prosperity in the United 
States during the next ten years cannot 
be overestimated, Mr. Heimann declared. 
Full utilization of credit should be our 
objective, he said, but business must be 
careful that the basic principles of credit 
acceptance, which were tested and 
proven so necessary in pre-war years, 
are not overlooked in the mad rush to 
get back into top production to supply 
the world demand for American-made 
goods. 


Warning that the path ahead for credit 
was not without dangerous pitfalls, the 
chief of the credit men’s organization, 
which now numbers more than 25,000 
representatives of the larger corporations 
in American industry, enumerated the 
following as some of the aspects of credit 
which required most careful watching: 

Consumer credit must be kept within 
proper bounds. Mr. Heimann predicted 
a rapid increase in amount of goods sold 
on installments. This is a healthy factor, 
he said, but care must be taken that the 
credit terms are not too liberal. 


Credit evaluation of new customers 
must be made with special care. Experi- 
ence and capacity will be of more im- 
portance among this type of customers 
than capital and character. Records from 
previous war periods show a marked in- 
crease in the number of failures among 
new enterprises, and Mr. Heimann 
warned that credit losses will mount now 
unless special care is taken to check 
upon the experience and capacity of every 
new account. 


New conditions in the present era call 
for new methods and new formulas for 
evaluating credits. Special research clin- 
ics and programs already are being form- 
ulated to meet this very pressing need. 
Mr. Heimann pointed out that the effect 


(Continued on page 44) 
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ON THE ROSTRUM AT FRENCH LICK: (Top, left) Past President Paul Miller presents an engraved gavel to President 

Simpson. (Top, right) President Elect E. L. Blaine, Jr., receives the gavel from the retiring President. (Center) E. L. 

Blaine, Jr., marches to rostrum amid the usual shower of confetti. (Inset) The three Vice-Presidents elected at French Lick 

(left to right) Frank A. Dudley, Portland; Harry J. Offer, Detroit, and Joseph Rubanow, New York. (Lower, left) A beau- 

tiful silver service is presented to Mr. and Mrs. Simpson (lower right). Delegation from Omaha presents a permanent gavel 
to the N.A.C.M. to be used by future presidents. 


CREDIT AND FINANCIAL MANAGEMENT, July, 1946 39 





Lillian Guth Presents 
Annual Report of 
CreditWomen’sGroups 


As a result of the postponement of the 
Fiftieth Annual Credit Conference, and 
in keeping with procedure of other Na- 
tional Committees, the 1945 Credit 
Women’s Committee was asked to carry 
on for another year. 

Consequently, this 
committee is now 
completing its sec- 
ond year of service. 

The National 
Credit Women’s 
Executive Com- 
mittee has an 
unique function to 
perform. In com- 
mon with other Na- 
tional committees, 
it supervises an ac- 
tivity, but differs 
from them in that it coordinates not one 
but several objectives, all of them im- 
portant. 


Membership 


The Credit Women’s Groups performed 
notably during the past year in their 
membership work and the reports indi- 
cate that they have topped all previous 
records, having secured 161 new Asso- 
ciation memberships. The New York 
Credit Women’s Group heads the list 
with 48 memberships secured; Chicago 
is a close second with 40. 


Education 


Our educational program has been rich 
and varied. We have tried to promulgate 
sound standards of credit—encouraging 
credit women to participate in the credit 
courses made available to them by the 
local and National Associations. The 
records indicate that the percentage of 
women enrolled for these credit courses 
is increasingly higher each year. As a 
matter of fact, the ratio of female en- 
rollments for credit educational courses 
is far greater than the ratio of women 
memberships in the Association. 

Within our groups, education plays an 
important part, too, in the planning of 
programs. We endeavor to give to each 
individual member an appreciation of the 
worth of those business ideals which our 
Association promotes. Our splendid rec- 
ord has been maintained in the award of 
scholarships to Juniors and assistants in 
credit work, 17 groups sponsoring 30 
scholarships. 


New Groups 


In 1944 there were 38 groups organized. 
Three new groups were added in 1945, 
and three more this year brings the total 
to 44. Our members have concentrated 
their endeavors on other potential groups 
and we are confident that the work which 
has already been done will be of great 
assistance to the committee which will 
succeed us. 

During the past year there has been a 
tremendous increase in the number of 
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contacts between the groups. Our ‘na- 
tional Committee members have traveled 
quite extensively at their own expense, 
visiting credit groups in their own dis- 
tricts and very often in distant cities as 
well. 


Publicity and Publications 


Our Vice-Chairman, Blanche Scanlon, 
in charge of publicity, has again con- 
tributed splendidly to this very essential 
part of our task. The informative News 
Letters, which were started in 1944, 
proved their value again during this past 
year, particularly when no general Na- 
tional meeting was possible. These News 
Letters were awaited eagerly because of 
their very comprehensive accounts of all 
important happenings and events taking 
place within the groups. Mention, too, 
should be made of the special 1945 News 
Letter which was in itself a compendium 
of just what our task really is and how 
worthy of our finest efforts. 

Credit women have been much in evi- 
dence at the regional conferences. At 
the Tri-State Conference at Wichita one 
of the main adresses was given by Annie 
Porter, and all present agreed that her 
speech was a masterpiece. There is also 
a great increase in the number of women 
who have been elected to offices on their 
local boards and on National Committees. 


Appreciation 


Our sincere thanks are due to our Na- 
tional Secretary, Marie Ferguson, for 
constant and sympathetic cooperation. It 
has been a real pleasure to work with 
her. Our entire committee will testify 
to her unstinting help and unselfish de- 
votion. 


Executive Managers 
Talk Shop Two 
Day - Night Sessions 


Perhaps the hardest working group at 
the French Lick Springs meeting was 
that composed of the local Association 
Secretary-Managers and members of 
their staffs in attendance. The first ses- 
sion was called to order at 2 p. m. on 
Tuesday after the close of the convention. 
From that time until the new president 
of the Secretarial Council took over on 
Thursday, shortly before 1 o'clock, the 
Secretary Managers were. in session and 
in committee meetings almost continu- 
ously. 

The first item on the managers’ pro- 
gram was the election of three members 
of the Secretarial Council and the selec- 
tion of a new president of the Council. 
The members of the Council elected are: 
Stanley Thomas, Philadelphia, repre- 
senting the Eastern division; Brace Ben- 
nitt, Minneapolis, representing the Cen- 
tral division, and J. B. McKelvey of 
Denver, representing the Western divi- 
sion. These newly elected members of 
the Council selected A. D. Johnson of 


(Continued on page 48) 


Dr. Smith Outlines 
Educational Program 


at French Lick Spa 


At the Monday afternoon session of the 
French Lick Springs meeting, Dr. Carl 
D. Smith, Director of Education of the 
National Association, presented a report 
on the enlarged educational program 
which will be inaugurated this fall. After 
reporting on the additional requirements 
for both the Associate and Fellow 
awards, he told of the plans for the re- 
vival of the’ Summer Institute and fo: 
holding Credit Clinics for senior execu- 
tives during the present Association year. 
In concluding his remarks, Dr. Smith 
said in part: 


“In the development of its educational 
program, the Institute encourages meth- 
ods of instruction which will permit the 
individual student to participate frequent- 
ly in conferences, discussions, and in. the 
finding of solutions to business situations. 
We believe that the most satisfactory 
educational results are obtained where 
free, well directed discussion prevails 
and where independent thought and ac- 
tion are encouraged and centered about 
case materials and practical every-day 
problems. 


“We urge that care be exercised in the 
selection of instructors who know how 
to teach, who have had practical experi- 
ence in business and who possess a vital 
interest in the work and welfare of adult 
students. Faculty members are to be 
encouraged to give students every pos- 
sible opportunity for individual growth 
and development. 


“As far as possible each course is to be 
carefully outlined for the guidance of in- 
structors and students so that non-essen- 
tial and extraneous materials may be 
eliminated and a maximum utilization of 
the instruction period realized. We read- 
ily recognize that the extent to which 
this objective can be realized is depen- 
dent upon the cooperative relationships 
that can be established with other insti- 
tutions through which our programs of 
instruction are offered. In general we 
advise that chapters make cooperative 
arrangements with the local college or 
university for the conduct of its classes. 
In some chapters where sufficiently large 
enrollments can be assured, a chapter can 
be greatly strengthened by administering 
its own program and conducting its own 
classes in its own class rooms. ; 


“The qualifying and comprehensive ex- 
aminations are to be used as a basis for 
the maintenance of uniform national 
standards for determining the qualifica- 
tions of candidates for an award. The 
possession of an award from the Institute 
is recognition that the holder has ful- 
filled certain technical and educational 
requirements; that he has attained pre- 
scribed standards; and that he merits the 
professional confidence which the public 


(Continued on page 48) 
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MORE SIDE LIGHTS AT FRENCH LICK: (Top) Portion of the dais at the Monday night banquet with Ned Pilsbury of 
New Orleans, a past president, as toastmaster, with President Robert Simpson at the left end. At right end, seated between 
David A. Weir, Assistant Executive Manager, and Ken Thompson of Cleveland, President of the Secretarial Council, is Robert 
Simpson, Jr., age 17 years, who drove up from New Orleans with his dad. (Center row, left) Members of the Resolutions 

ommittee take time out to look at the camera. (Right, center) President elect Blaine and Mrs. Blaine talk over the con- 
vention thrills after it was all over. (Inset) Miss Julia McCauley, president of the New York Credit Women’s Club re- 
ceives the membership plaque from Executive Manager Heimann. (Lower left) John Ledbetter of Minneapolis is greeted 
by Executive Manager Heimann as he arrives at the French Lick Hotel. He was the only delegate to fly his own plane 
to the convention. (Lower right) Four Past Presidents at the President’s Luncheon—Messrs. Heimann, Gruen, Fraser and 

Simpson 
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Personal Items from 


French Lick Meeting 


The Omaha Association of Credit 
Men, hosts at the last regular N.A.C.M. 
Convention in 1944, presented a perma- 
nent gavel for use by Presidents and pre- 
siding officers at future conventions. S. J. 
Wirtz, Omaha National Bank, president 
of the Omaha Association, and Gus P. 
Horn, secretary-manager were on hand 
to make the presentation. (See picture 
on page 39.) The National Board had 
already provided a gavel for President 
Simpson, but this is his personal me- 
mento of his term of office. The Omaha 
gavel will be used at future conventions. 

* * * 

John E. Ledbetter, a National Direc- 
tor 1941-44, flew his own plane to the 
convention. He made the trip without 
incident and landed at a small field near 
the hotel. No long train rides for him, 
says John, who is the credit executive 
for the Northrup-King Co., one of. the 
largest seed houses in the central west. 
He said that the trip by plane provided 
an inspiring view of the great agricul- 
tural area over which he passed. 

oe 2 

Secretary Manager Jim Cox of Chi- 
cago carried his left hand in a splint 
after the first few hours at French Lick. 
In some unaccountable way Jim had dis- 
placed one of the small bones in the 
wrist joint and, while he did not notice 
the injury at first, by the time he ar- 
rived at French Lick the dislocation had 
started to swell and cause considerable 
pain, but the house physician corrected 
the dislocation and applied a splint. 

"Set 

Ken Thompson of Cleveland, Presi- 
dent of the Secretarial Council and Sec- 
retary-Manager of the Cleveland Asso- 
ciation, was another casualty of an acci- 
dent. Shortly before the Thompsons left 
Cleveland for French Lick, Ken turned 
his right ankle and suffered a severe 
sprain. While Ken was compelled to hob- 
ble about with the aid of a heavy cane, 
he was able to attend the convention ses- 
sions and also preside at the meeting of 
the Secretary-Managers on Tuesday, 
Wednesday and Thursday. Mr. and 
Mrs. Thompson left on Thursday after- 
noon to meet their son, who had just 
been released from Army service after 
two years. 

~ *x* * 

Robert Simpson, Jr., 17 years old, 
drove up from New Orleans with his 
father. His grandfather, the late W. P. 
Simpson, served as a National Director 
for two terms from 1918 to 1924 and his 
father had served first as National Di- 
rector, two terms as Vice-President and 
then two years as President during the 
war period, so Robert, Jr., represented 
the third generation of Simpsons at the 
French Lick meeting. He was -thrilled 
when his father was presented with a very 
attractive pair of solid gold cuff-links 
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by the National Board at the time of the 
President’s luncheon on Monday noon. 
Then on Monday evening he attended a 
meeting of the National Staff, where he 
saw his father presented a Gruen anni- 
versary watch as a token of regard for the 
retiring “boss.” Then on Tuesday morn- 
ing he witnessed the presentation of a 
very attractive silver service to his moth- 
er and dad at the close of the conven- 
tion. Robert, Jr., no doubt will have 
many thrilling memories of French Lick 
to relate in future years. 

ee 

Frank A. Dudley, General Grocery 
Co., Portland, Oregon, elected a Vice- 
President at the French Lick meeting 
to represent the Western Division, was 
a late casualty. He awoke on Thursday 
morning with a severe attack of lumbago 
that put -him under the care of the hotel 
physician for a short time before starting 
his long trip back to Portland. 

*x* * * 

President-Elect Blaine and Mrs. Blaine 
and daughter, Jean, will not be back at 
their home in Seattle until about August 
15th. Mr. Blaine will visit many of the 
customers of his bank—the Peoples Na- 
tional—and theri the Blaines will attend 
the wedding of their son in Kentucky on 
August 3rd. Early in September Miss 
Blaine will leave for Leland-Stanford to 
resume her -college course. 

ake 

John Neiman, son of Don E. Neiman, 
Secretary-Manager at Des Moines and 
a former president of the Secretarial 
Council, was a first-time attendant at the 
French Lick Meeting. John, who is now 
on his father’s staff, was recently placed 
upon the retired list after serving for 
more than two years in the service of the 
Federal Bureau of Investigation. His 
work with the F.B.I. had to do with 
anti-American activities at some of the 
larger war plants. 


Raymond Hough Will 
Leave New York CMA; 
Davis Will Succeed 


New York: Raymond Hough, execu- 
tive manager of the New York Credit 
Men’s Association, retired on June 20, 
effective May 31, 1947. Mortimer J. Da- 
vis, assistant secretary, was immediately 
appointed assistant executive manager un- 
til Mr. Hough’s retirement becomes 
effective. ; 

Mr. Hough, who is a native of Mis- 
souri, has been connected with the activ- 
ities of various branches of the NACM 
for about 24 years. He entered Associa- 
tion work in Montana in 1922, later serv- 
ing with the Rocky Mountain Associa- 
tion at Denver. He came to New York 
in 1928, and joined the staff of the New 
York Adjustment Bureau, and later or- 
ganized the Credit Group department. In 
1933 he was appointed general service 
manager and assistant secretary. He 
was made acting executive manager in 
1943 and executive head in 1944, 

Mortimer J. Davis joined the NACM 
as assistant director of the Eastern Divi- 
sion of the Credit Protection Department 
in 1925. 


Packaging Group 
Meets in Chicago 


For Conference 


Chicago: C. D. Rossiter, Marathon 
Corporation, Menasha, Wis., Chairman 
of the National Paper Packaging Credit 
Group of the National Association of 
Credit Men, presided over the conference 
at the Morrison Hotel, Chicago, Thurs- 
day, June 13. V. C. Eggerding, Gaylord 
Container Corporation, St. Louis, was 
chairman of the morning and afternoon 
sessions and gave the report of the Mem- 
bership Committee. 

James S. Cox, Secretary-Manager of 
the Chicago Association of Credit Men 
and secretary of the Group, read the pa- 
per on “How to Get the Most from Your 
Credit Information Sources,” prepared by 
G. C. Klippel, general credit manager of 
Van Camp Hardware Company, Indian- 
apolis, who was unable to be present. 

The luncheon speaker was Horace A. 
DuBois, assistant to W. H. Swanson, as- 
sistant general superintendent of Kim- 
berly-Clark Corporation, Neenah, Wis., 
on the subject “The Outlook for Pulp 
Supply in the Paper Industry.” 

“Warehouse Financing” was discussed 
by R. W. Rogers, assistant vice-president 
of the Harris Trust and Savings Bank, 
Chicago, and V. R. Stearns, Dobeckmun 
Company, Cleveland, led the round table 
discussion on “Cash Discounts.” 


Memphis Credit Men 
Elect New Officers 
At Annual Meeting 


Memphis : On May 30 the Memphis As- 
sociation of Credit Men celebrated its 47th 
Anniversary with a banquet at the Pea- 
body Hotel. Approximately 300 members 
and guests attended the gala occasion, the 
highlight of which was the drawing of 
about 75 prizes donated by members. 

Officers elected at the meeting were: 
J. M. Chiles, Clayton-Brown Co., Presi- 
dent; D. T. Guyton, General Motors Ac- 
ceptance Corp., lst Vice-President; O. E. 
Cathey, Rotary Lift Co., 2nd Vice-Presi- 
dent, and E. D. Moseley, Pidgeon-Thomas 
Iron Co., Treasurer. 


Oklahoma City Lost 
Staunch Support When 
W. Frank Haven Died 


Oklahoma City: The Oklahoma Whole- 
sale Credit Men’s Association was shocked 
last month at the death of W. Frank 
Haven, Vice-President of the Liberty 
National Bank. He was one of the oldest 
members of the Oklahoma Association 
and had given generously of his time 
and talent for many years in the advance- 
ment of association activities and sound 
credit principles. Mr. Haven served as 
Treasurer of the local association for 4 
number of terms, headed some of the 
most important committees and always 
attended every meeting. 
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WOMEN’S GROUPS AND OTHERS AT FRENCH LICK: (Top) Some Credit Women pose on the hotel steps. The mere man 

in the picture called himself “a rose in the thornbush.” (Second row) Groups of delegates snapped in the hotel lobby and 

grounds. (Third row, left) Secretary Cahoon, of the Norfolk Association, proudly displays the membership award given his 

Association. Delegates from Philadelphia and the Third District help Stanley Thomas (showing check) celebrate his award 

in the contest for best ideas among the Secretary Managers. (Lower) Secretary Manager Heimann poses with the Credit 
Women’s Executive Committee. 
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Heimann’s Address 


(Continued from page 38) 


of this research will be to place credit 
upon a sound professional basis. 


“Many of the associations affiliated in 
our national organization have special 
committees to consult with and advise 
service men who are seeking to enter 
business. During the war several of our 
associations actually handled the business 
of service men who had been drafted and, 
although some of these enterprises were 
found to be substandard in their financial 
status, they were all returned to the serv- 
ice men as going institutions and much 
better in their finances. This aid to serv- 
ice men will be one of the big assign- 
ments of our credit organization during 
the next twelve months.” 


In touching on national affairs, Mr. 
Heimann expressed the hope that public 
opinion, which had finally registered a 
protest against the continuous labor-man- 
agement rowing, would become equally 
impatient with the general idea that our 
government could continue on deficit 
financing. “The time has come,” he said, 
“when our nation must live within its in- 
come and make plans in a definite way to 
amortize the war bonds in which so many 
millions of our people have invested.” 


“Because of the importance of credit 
in the post-war’ period the wholesale 
credit men’s association is redoubling its 
efforts to maintain the ethics of credit 
conduct and credit practices,” Mr. Hei- 
mann continued. “It is unusually well 
prepared to deal with the fraudulent credit 
seekers who attempt to ply their trade. 
Through its Fraud Prevention Depart- 
ment it has investigated thousands of 
credit frauds in the course of the past 
quarter of a century. It has placed evi- 


dence before the public authorities with : 


the result that over seventeen hundred 
crooks have been indicted and convicted 
of credit crimes. The organization has 
pledged itself anew to continue this polic- 
ing work. Although the cost of these 
investigations involved several millions of 
dollars, the recoveries procured from 
stolen merchandise and secreted assets ex- 
ceeded the outlay made by the organiza- 
tion.” 


S. J. Wirtz Is Chosen 
By Omaha to Be Their 
1946-47 President 


Omaha: The Omaha Association of 
Credit Men has elected S. J. Wirtz, 
Omaha National Bank, to the Presidency 
of the Association for the year 1946-47. 
Assisting him are Frank H. McCall, Fair- 
mont Creamery Co., Ist Vice-President, 
and John C. Conley, 2nd Vice-President. 

The Annual Meeting and May Party 
was a great success, due to the efforts of 
the members of the Credit Women’s Club 
under the leadership of Mrs. Elsie Wally, 
Omaha Crockery Co., the newly elected 
President of the Club. 
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Statement of Policy of the 
50th NACM Credit Conference 


French Lick Springs, Ind. 
June 24-25, 1946 


This Credit Conference, having re- 
ceived from its Committee on Resolutions 
a statement of policy and recommenda- 
tions, declares it adopted and urges the 
members of this Association to exert their 
weight of influence in implementing these 
resolutions, recognizing the clear responsi- 
bility and obligations of the credit frater- 
nity to the national economy. 


BALANCED BUDGET 


Recognizing the need to resolve our 
domestic difficulties so that our economic 
and productive forces may be restored and 
being mindful that until our own house- 
hold is put in order our ability to pro- 
duce can not be exercised to the fullest 
power, we urge the balancing of the 
budget at the earliest possible moment. 
A continuance of deficit spending endan- 
gers our national financial welfare— 
strong inflationary trends are being stim- 
ulated by large scale Federal deficit fiscal 
policy. Therefore, we urge our consti- 
tuted representatives in Congress to pro- 
vide and maintain a balanced budget be- 
ginning with the fiscal year July 1, 1946. 


TAXATION 


Recognizing a debt burden of $275 bil- 
lion, we urge the Congress of the United 
States to consider revisions of the present 
tax structure and to legislate enactments 
which will: 

1. Remain reasonably stable until the 
debt burden has been liquidated, when a 
reduction can be effected to the benefit 
of all. 

2. Encourage the establishment of new 
enterprise and stimulate the growth of ex- 
isting businesses. 

3. Reduce, as far as possible, the re- 
strictions on the growth of production and 
permit the consequent attainment of a 
high level of employment. 

4. Stimulate the individual’s initiative, 
ability, thrift, and diligent application to 
work. 

5. Maintain the highest possible buying 
power of the consumer in order that there 
may be the broadest possible market de- 
mand for goods and services. 

6. Allow the tax burden to fall equally 
upon those above the minimum subsistence 
levels who possess ability to pay with a 
progressive rise in accordance with that 
ability. 

7. Bring about the equal sharing of the 
tax burden by cooperatives formed as a 
device to accomplish tax avoidance. 

8. Provide ample means for vigorous 
enforcement to prevent tax evasion. 

9. Eliminate exemptions to aliens for 
any type of taxes, national, state or local, 
which apply to United States citizens. 

10. Provide for a limitation on Federal 


taxation after adequate debt reduction, 
and except in times of war or national 
peril. 


GENERAL 


In the interest of adequate production 
and its effect on our national economy, 
world economy and world peace, we urge 
that management and labor harmoniously 
resolve their differences and recognize 
their obligations to eliminate stoppages 
which are detrimental and injurious to 
the interests of the general public. 


CREDIT RESPONSIBILITY AND 
POLICY 


Recognizing the current credit and col- 
lection problems in the immediate future, 
we recommend : 

1. The adoption by management of a 
sound and consistent credit and collection 
policy. 

2. The encouragement and promotion 
of full cooperation and coordination be- 
tween the sales and credit departments to 
achieve a maximum of sales and a mini- 
mum of credit losses to sustain a growing 
and profitable business enterprise. 

3. A recognition of the responsibility 
of the credit fraternity to curb failures 
in the best interests of our national econ- 
omy by distinguishing between pure gam- 
bles and good business risks. 

4. The exercise of discretion and care 
in the granting of credit to new firms and 
old on the basis of adequate credit infor- 
mation. 


ASSOCIATION SERVICES 


We commend the worthy accomplish- 
ments made during the year in the reor- 
ganization of the Credit Interchange Serv- 
ice and urge that our members make 
maximum use of the excellent service af- 
forded by your Credit Interchange Bu- 
reaus. We again urge all members to 
make use of Credit Interchange Bureaus 
whenever possible as the basis for reliable 
information for their credit files. 

We also recommend to our members 
the services of the Adjustment and Col- 
lection Bureaus wherever available and 
urge the use of these services as being 
of special value during the periods of 
rapid changes in credit situations which 
seem inevitable. 


EDUCATION AND PROFESSIONAL 
STATUS OF THE CREDIT 
FRATERNITY 


Credit management at its best is a sci- 
ence—those charged with its administra- 
tion acquire expert knowledge of that 
science. 

The mastery of credit management re- 
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quires a complete understanding of these 
four fundamentals : 

1. The importance of commercial eth- 
ICs. 

2. Training in the fundamental subjects 
of economics and business organization, 
credits and business finance. 

3. Training in the application of basic 
principles of good human relations to the 
fostering of better customer relations. 

4. Training in the techniques of anal- 
ysis and appraisal in solving problems and 
unusual situations. 

We strongly urge that our membership 
give full endorsement to the National 
program of education which has as its 
objectives the attainment of a higher 
professional recognition for those who 
engage in credit work. 

We further urge that each affiliated 
Association and each chartered Chapter 
of the National Institute of Credit begin 
immediate plans for the introduction of 
this program in whole or in part into 
their respective communities. 


RESEARCH DEVELOPMENT 


We urge the Association to take imme- 
diate steps to put into effect a program 
of research in order that the adequate de- 
velopment of worth while practical mate- 
rial may be assembled and made available 
for the use of the membership. 


IN MEMORIAM 


In tribute to the outstanding work 
which the Honorable Carter Glass accom- 
plished in the Congress in sponsoring the 
Federal Reserve Act and other important 
legislation in the interests of proper credit 
and financial policies and procedures, we 
hereby go on record in expressing our 
grateful appreciation for his untiring 
services. 


APPRECIATION 


To the management and members of the 
French Lick Springs Hotel staff whose 
friendly hospitality and courteous service 
have made our stay here most pleasant, 
we express our sincere appreciation. 

To S. S. May of the Daily News Rec- 
ord of New York, we express gratitude 
for his important contribution in so gen- 
erously making available the columns of 
his publication for current credit items. 

We also express our appreciation to all 
the general news services, the Associated 
Press, United Press and the International 
News Service and to all daily newspapers 
for their cooperation in presenting the 
news about the activities of our Associa- 
tion to the public. 


Gunder Johnson Is St. 
Paul’s New President 


St. Paul: At the annual meeting of the 
directors of the St. Paul Association of 
Credit Men held on June 4th, the follow- 
ing officers were elected to serve until 
June Ist, 1947: President, Gunder John- 
son, Mutual Dealers Wholesalers, Inc.; 
Vice-President, J. N. McBride, Socony 
Vacuum Oil Co.; Secretary-Treasurer, 
Truman E. Reynolds. 


News of the Credit Women’s Clubs 


New York: The New York Credit 
Women’s Group has been awarded the 
National membership plaque in recogni- 
tion of its having secured the greatest 


number of Association members of any ' 


of the credit women’s groups. Altogether 
the ladies of the Groups have accounted 
for 161 new Association members. The 
New York groups were responsible for 
48 of that number. 





Philadelphia: The Credit Women’s 
Club of Philadelphia held their June meet- 
ing out of the city for a change. The 
locale of the meeting was the Strath 
Haven Inn at Swarthmore. 

This was a good opportunity for an 
afternoon of relaxation, good fellowship 
and fun and an interesting luncheon. Sev- 
eral games were planned, but the program 
was very flexible, many members prefer- 
ring just to be outside and enjoying the 
outdoors and attractive surroundings. 

Tacoma: The Tacoma Credit Women’s 
Club featured a Bathing Beauty Style 
Show at their annual Bosses’ Night din- 
ner and program, which was held at the 
University Union Club, on May 13, 1946. 
In addition to the Style Show, music and 
other entertainment was provided. A 
cocktail hour preceded the excellent 
dinner. 

The Tacoma club has just completed 
a particularly successful year under the 





leadership of Ruth Hatchell. New.officers 
for the ensuing year were elected at the 
April meeting and were installed in their 
various positions at the monthly meeting 
on June 17. 





Cleveland: Forty-six members were in 
attendance at the June meeting of the 
Cleveland Credit Women’s Club, which 
was held at “The Gables.” 

One order of business was the resigna- 
tion of Adelpha Horten as Treasurer of 
the club and election of Agnes M. Dease, 
of Graybar Electric Company, to suc- 
ceed her. The newly elected officers were 
installed at this meeting. 

Drawing for the annual scholarship 
covering a Credit course at Cleveland 
or Fenn College took place and was won 
by Sara Yoelson. 


Oklahoma City: The Wholesale Credit 
Women’s Club of Oklahoma City revised 
by-laws of the organization and elected 
officers for a two-year term instead of 
the usual one-year period. 

Officers elected were Vera Hamby, 
Wilson and Company, President; Ruth 
Argo, Oklahoma Wholesale Credit Men’s 
Association, Vice-President ; Lois 
Brasher, Griggin Grocery Company, Sec- 
retary, and Hazel Frederick, L. H. Jarvis 
and Company, Treasurer. 





Research Foundation 
(Continued from page 37) 

steel production during the past few 

years, Mr. Miller said. 

If credit is to advance in step with 
modern industry, we also must have the 
advantages of proper research and still 
further expansion in the field of Credit 
Education to help solve the problems that 
will face credit executives in the next few 
years, the Past President declared in his 
argument for the adoption of the proposed 
plan for a definite research program. 

Mr. Miller made it very clear that the 
Credit Research Foundation was in no 
sense a means of further financing the 
National Association of Credit Men, but 
rather is intended to provide the means 
for doing special work which the present 
Association set-up could not provide. He 
mentioned as possible items for the re- 
search agenda a study of the causes of 
business failures; a complete survey by 
industries on selling terms so as to find 
out whether or not under ‘present busi- 
ness conditions cash discounts should be 
continued ; a series of district conferences 
and clinics for senior credit executives 
programmed on a regional basis to keep 
the heads of financial departments in 
touch with progressive ideas. 

Mr. Miller’s Committee submitted a 
further report at the meeting of the 
Board of Directors held after the business 
session at French Lick and his committee 
was continued for further study and a 
final report. 
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Industry Credit Group 
Night Huge Success 
At Los Angeles 


Los Angeles: A near capacity attend- 
ance greeted the celebration of the annual 
Industry Credit Group Night which was 
held at the Rodger Young Auditorium, 
June 14. Before dinner members and 
guests inspected fourteen artistically deco- 
rated tables typifying the various activi- 
ties. A delicious steak dinner was then 
served. 

Fred Cates, Chairman of the Board of 
Governors of The Industrial Credit 
Groups, then announced the winners. The 
prize for the most beautiful table was 
awarded to the Industrial Group, whose 
chairman is John Banks. The prize 
most typical of the industry was awarded 
to the Dairy Group, whose chairman is 
Bill Gaster. Honorable mention was 
awarded to the Gift and Art table, whose 
members had all donated the articles used 
in the display and who had forwarded the 
money contributed for this purpose to the 
United Children’s Relief Fund. Special 
mention was also given to the display of 
the Milling and Flour group, typifying 
the idea that America feeds the world. 

There was no business conducted and 
the balance of the evening was spent in 
dancing to the rhythms of Art Whitings’ 
orchestra. 
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New York Credit 
Men Keep Close 
TouchwithCPA’s 


New York: Realizing that no two pro- 
fessions have more in common than those 
of Accountancy and Credit, the New 
York Credit Men’s Association and the 
New York State Society of CPA’s have, 
by cordial cooperation and frank discus- 
sion, made ‘great strides in creating a bet- 
ter understanding of the functions, re- 
sponsibilities and problems of each other 
over the years. 

From the several joint and separate 
meetings held during the past year it is 
apparent that, with competitive conditions 
slowly but surely returning in business, 
with added problems caused by reconver- 
sion, taxation, labor relations, prices, 
costs, economic conditions and so forth, 
credit grantors will require more detailed 
and current financial information if they 
are to serve their customers properly and 
adequately. Relationships between sup- 
plier, customer and accountant in the prep- 
aration and furnishing of financial data 
must necessarily become closer in all lines 
of trade. 

To these ends the Committee on Co- 
operation with Certified Public Accoun- 
tants, meeting in joint session with the 
committee of the New York State So- 
ciety, agreed upon a program of more fre- 
quent and regular meetings during the 
year immediately ahead. Each commit- 
tee will prepare programs, questions or 
suggestions to be submitted to the other. 


Reader Derives Benefit 


(Continued from page 36) 


6 Gave just a character refer- 
ence. 

2 Recommended account for 
credit on length of time ac- 
count known to them. 

2 Reported vague balances with 
no recommendations. 


SUMMARY 


370 Answers received out of a pos- 


sible 500. 


Boston Chapter Discusses 
New Credit Education Plan 


Boston: On June 10th, Dr. Carl D. 
Smith, Director of Education, NACM, 
met with officers and members of the 
Board of Governors of the Boston Chap- 
ter, National Institute of Credit, and 
discussed with them the various aspects 
of the new plan of education. 

After a general discussion the meeting 
adjourned to a later date for a definite 
decision as to the manner in which the 
Boston Chapter will tie into the National 
program. 
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President Blaine Reports To 
Meeting on Successful Membership Drive 


This is the first time since the Omaha 
Convention in 1944 that a public report 
has been made on our membership prog- 
ress. It is appropriate, therefore, that it 
include the results of the year 1944-45, 
as well as the one just past. 

For a considerable period of time our 
Association stood relatively still member- 
ship-wise at a figure of approximately 
18,000. Came 1943 and the National 
Board pledged an increase of 10% and 
turned the job over to Past President 
Bruce Tritton. With the loyal support 
of local membership committees, officers, 
secretaries and national staff, officers, di- 
rectors and committee, he did an out- 
standing work and reported a net gain 
of 1681 to the Omaha Convention—the 
first substantial gain in years. 

It was my good fortune to succeed 
Bruce Tritton to the chairmanship of the 
membership committee, for I had the ben- 
efit of the momentum and enthusiasm 
which had been created and we went on 
that year to register a gain of 2,655 and 
bring our totals to 22,359. As in his case, 
I enjoyed outstanding cooperation from 
everyone connected with membership from 
the local level up through the National 
Board. Time does not permit the listing 
of all those who did yeoman service but 
I do want to pay public tribute to those 
Associations who led their respective class 
in that year. They have already received 
their official certificate and award but this 
is the first opportunity to give public ac- 
knowledgment of their accomplishment. 

The impossibility of holding a conven- 
tion in 1945 resulted in all officers and 
committees holding over. The double 
duty thus imposed did not seem to feaze 
the loyal members of our National Com- 
mittee, for with the help of new local 
committees and officers we went on in 
1945-46 to register a net gain of 2,671 and 
bring our totals to 25,030. This un- 
equalled record of 5,326 new members 
gained in two years is a tribute to the un- 
tiring efforts of the National Committee 
members, officers and directors who served 
during the entire time and to the local 
committees, officers and secretaries who 
served during one or the other of the two 
years. 

It would be impossible to name all those 
who contributed to this splendid showing 
because to do so would require nearly the 
complete roster of our national member- 
ship, for in the local Associations the en- 
tire membership was on call to assist and 
supplement the directive work of the local 
committee members. I do, however, 
wish to add the Credit Women’s Clubs 
Secretarial Council and Loyal Order of 
Zebras to the list of individuals and groups 
mentioned before. 

I am deeply conscious of the effort put 
forth by all of these people but I am not 
going to thank them. Rather I am going 
to congratulate them, for I am sure that 
they, like myself, find any needed thanks 
in the self satisfaction and gratifying ex- 
perience of a job well done. 


Class A honors go to San Francisco 
with a percentage gain of 116.64%. This 
was accomplished under the leadership of 
H. G. Hyland, Chairman of the Member- 
ship Committee; H. T. Kelley, President, 
and O. H. Walker, Secretary. 

Class B honors go to Kansas City with 
a percentage gain of 142.85%. This was 
accomplished under the leadership of R. 
W. Durrett, ‘Chairman of the Membership 
Committee; N. W. Bailey, President, and 
J. N. Ham, Secretary. 

Class C honors go to Denver with a 
percentage gain of 131.57%. This was 
eccomplished under the leadership of Alex 
Turnbull, Chairman of the Membership 
Committee; L. M. Davis, President, and 
J. B. McKelvy, Secretary. 

Class D honors go to Lexington with 
a percentage gain of 140.74%. This was 
accomplished under the leadership of 
James Ernest, Chairman of the Member- 
ship Committee; I. B. Jones, President, 
and George C. Roberts, Sr., Secretary. 

Class E honors go to Honolulu with a 
percentage gain of 179.59%. This was 
accomplished under the leadership of A. 
S. Austin, President, and Alvin A. Smith, 
Secretary. 

Class F honors go to Columbus with a 
percentage gain of 182.14%. This was 
accomplished under the leadership of W. 
B. White, Chairman of the Membership 
Committee; Harry S. Hahn, President. 
and A. M. Sutherland, Secretary. 

In Class F Norfolk leads with a per- 
centage gain of 179.17%. 

We have now started our 1946-47 mem- 
bership year with a gain for the month 
of May in Terre Haute, Ind. At no time, 
in recent history, was there such an op- 
portunity for our Association to help 
America and American business. At no 
time did credit men need their Associa- 
tion more. Let us invite them all to join 
together for our mutual benefit. I extend 
my sincerest best wishes to my successor 
and his committee and I trust they may 
have the same degree of cooperation from 
all local committee officers and secretaries. 


Cleveland Elects 
New Board To Serve 


For Coming Year 


Cleveland: W. T. McWade, assistant 
cashier and manager of the credit depart- 
ment of the Union Bank of Commerce, 
is the new President of the Cleveland 
Association of Credit Men, following 
elections at the annual meeting. He suc- 
ceeds E. B. Gausby of the Warner and 
Swasey. Co. 

Other officers elected were: E. H. Da- 
vies, Cleveland Electric Illuminating Co., 
First Vice-President; A. P. Gram, Eaton 
Manufacturing Co., Second Vice-Presi- 
dent, and W. P. Chamberlain, Cleveland- 
Cliffs Iron Co., Treasurer. 


CREDIT AND FINANCIAL MANAGEMENT, July, {946 









> se lee 





Results of Five 


Year Membership 


Drive Announced 


With all the excitement of the 1945-46 
Membership race still not entirely abated, 
one was almost liable to forget about the 
longer-range five-year membership tro- 
phies. 

There were some startling results. 
Denver, for instance, won both the one- 
year and the five-year trophies. Five As- 
sociations doubled, or more than doubled, 
their membership. San Antonio grew 
from 47 to 122, making their membership 
now 259.79% of their 1941 figure. Chatta- 
nooga, Binghamton, Terre Haute and 
Honolulu also reached 200% or better. 

Below are listed the leaders in the vari- 
ous classes with their percentage net gain 
over the five years and their places in the 
1945-46 race. 


CLASS A—Membership over 500 


Gain % 1945-46 
PHILADELPHIA 94.12 6 
New York 62.4 3 
Indianapolis 61.11 5 
CLASS B—250 to 499 
BALTIMORE 81.7 3 
Rochester 66.16 4 
Kansas City 41.34 1 
CLASS C—175 to 249 
DENVER 59.23 1 
Dallas 35.58 2 
Omaha 30.85 3 
CLASS D—100 to 174 
SAN ANTONIO 159.79 16 
Chattanooga 115.85 7 
San Diego 70.97 2 
CLASS E—40 to 99 
BINGHAMTON 111.63 2 
Terre Haute 109.09 25 
Honolulu 100 1 
CLASS F—Under 40 
NORFOLK 78.17 10 
Austin 75 9 
Little Rock 65.22 8 


D. A. Weir Addresses 
Canadian Credit Men 
at Quebec Conference 


Murray Bay: Credit executives from 
many parts of the Dominion of Canada 
and the United States gathered at the 
Manoir Richelieu at Murray Bay on Fri- 
day, June 14, for the four-day Eastern 
Credit Conference of the Canadian Credit 
Men’s Trust Association. The Confer- 
ence, under the chairmanship of W. G. 
Marks, Assistant Treasurer of Building 
Products, Ltd., Montreal, was sponsored 
by the Quebec Division of the Associa- 
tion and was addressed by many speak- 
oh prominent in business and professional 
ife, 

Among the speakers was David A. 
Weir, Assistant Executive Manager, 
NACM. 
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Louisville’s Unusual Annual Meeting 


Is A Striking Success 





Louisville: The advantages of owning 
your own building are graphically shown 
in the picture above. 

The Louisville Association of Credit 
Men are in such a fortunate position, and 
this year they tried the experiment of 
holding the annual meeting in the patio of 
the building. It turned out to be a huge 
success and gave members an opportunity 
and ‘good reason to take their guests and 
prospects right into the Association’s of- 
fices and show them how the ACM clicks. 
Of course, if you are going to hold a 
buffet luncheon on the Association prop- 
erty it helps if you have a patio. 


Eastern New York 
Credit Men Hold 
Annual Election 


Albany: The annual meeting and elec- 
tion of officers of the Eastern New York 
Association of Credit Men was held on 
May 28, 1946; at Wolfert’s Roost Country 
Club, Albany. Following the dinner and 
business meeting the following officers and 
directors were elected: President, Ray- 
mond D. Hilton, State Bank of Albany; 
Vice-President, Morton J. Hall, Massa- 
chusetts Mutual Life Insurance Co.; 
Treasurer, Robert H. Temple, First Trust 
Company of Albany, and Secretary, Gus- 
tav Koschorreck, Dun and Bradstreet, 
Inc. Donald M. Terry, The National 
Commercial Bank and Trust Company of 
Albany, was elected National Councillor. 

A program of entertainment was fur- 
nished, following which the meeting was 
addressed by Mr. Harry C. France on 
“Money Medley.” Mr. France was one 
of the organizers of the Hamilton Na- 
tional Bank of New York; was formerly 
associated with the U. S. Treasury De- 
partment and Guaranty Trust Company, 
and writes a column on Finance which is 
published in. about forty newspapers. 





Baltimore Celebrates 
49th Year of Credit 


Men’s Association 


Baltimore : More than 300 members and 
guests attended the 49th Annual Meeting 
of the Baltimore Association of Credit 
Men held in the Ballroom of the Lord 
Baltimore Hotel on May 28. Mr. Hugh 
F. B. Kerr, retiring President, reported 
briefly the accomplishments during his 
term of office of the various committees. 

New officers were elected at the meet- 
ing. Arthur L. Franklin, Pittsburgh Plate 
Glass Co,, was chosen to be President; 
Ist Vice-President is Stanley B. Trott, 
Maryland Trust Co.; William H. Mar- 
shall, Butler Bros., is 2nd Vice-President, 
and J. Walter Jackson, D. C. Elphinstone, 
is Treasurer. 

Twenty-five students successfully com- 
pleted the course in Credit Management 
sponsored by the Association in coopera- 
tion with the Johns Hopkins University. 


Salt Lake City Credit 
Men Elect D. K. Porter 
To Succeed Robert Peel 


Salt Lake City: D. K. Porter has been 
elected to succeed Robert Peel as execu- 
tive manager of the Intermountain Asso- 
ciation of Credit Men. 

Mr. Peel has been a prominent busi- 
ness executive in Salt Lake City for many 
years. He was appointed executive man- 
ager of the Credit Men’s Association in 
1928, before which time he had been con- 
nected with the Symns-Utah Grocery 
Company. He has now returned to that 
firm as President and General Manager. 

Mr. Porter joined the Credit Associa- 
tion in 1921 and has been assistant man- 
ager for the last 15 years. 
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Secretary - Managers 


Talk Shop 


(Continued from page 40) 


Los Angeles to serve as president of the 
Council for the next year. 

At the Tuesday afternoon session the 
managers heard a report by Alfred 
Kruhm of the National staff on a sur- 
vey he had made on dues and service 
rates in the various Associations. A 
discussion of this report was led by O. H. 
Walker of San Francisco and Sam J. 
Schneider of Louisville. 

On Wednesday morning a general dis- 
cussion of Credit Interchange was held, 
with Gus C. Klippel of Indianapolis, who 
is chairman of the Board of Governors 
of Credit Interchange, and S. J. Heider, 
Manager of the Central Bureau of Cred- 
it Interchange in St. Louis, answering 
questions about the operations of the Bu- 
reaus under the new plan which was in- 
stituted on January Ist last. The views 
and recommendations of the Secretary- 
Managers during this session were then 
considered by the Board of Governors at 
a later session. 

The Wednesday afternoon session was 
devoted to a report by members of the 
National staff on various departmental 
activities. Dr. Carl D. Smith reported 
on the educational program, R. G. Tobin 
told of the publications and E. B. Moran 
presented plans he has prepared for the 
next membership promotional campaign. 
These include a specially designed sales 
manual for use by those who go out to 
solicit memberships and a ne wsales book- 
let for general distribution which has 
been named “Fifty Years of Progress.” 
The booklet is designed to present the 
accomplishments of N.A.C.M. during its 
first fifty years. 

On Wednesday night an interesting 
discussion under the leadership of Don 
Neimann of Des Moines took up some 
of the problems of the smaller Associa- 
tions which were not able to follow the 
general practices of the larger groups. 

The Thursday morning session was 
devoted to plans and practices of Asso- 
ciations operating collection and adjust- 
ment Bureaus. With a return of general 
business activities, it was predicted that 
these Bureaus would show a marked in- 
crease in their operations during the next 
few months. 


George A. Junk Ends 
Association With Firm 


Sioux City: George A. Junk, Credit 
Manager of McKesson and Robbins, Inc., 
since 1919, retired from the firm last 
month. Mr. Junk was an old and valued 
member of the Interstate Association of 
Credit Men. He was Program Chairman 
in 1919 and President in 1922. 

He has been very active in all Asso- 
ciation affairs and attends monthly meet- 
ings regularly. The Interstate Association 
plans to confer honorary membership on 
him. 
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Credit Education 
(Continued from page 40) 


places in the credit man. Only by main- 
taining uniform national standards of 
measurement can we be sure that the 
professional recognition of our awards is 
sateguarded. 

“This new program has been adopted 
with enthusiasm by our National Credit 
Education Committee and by the Admin- 
istrative Committee of the National 
Board of Directors. It has been pre- 
sented to the Education Committee and 
officers and staffs of 12 Institute chap- 
ters and affiliated associations. In every 
case the response has been most cooper- 
ative. This program seems to embody 
the educational desires and ideals held 
in common by our members. The ac- 
ceptance of the program is only a begin- 
ning. The task of selling it to our 
membership, to the officers and_ staffs 
of our respective chapters and associa- 
tions, and most of all to top management 
of our member firms is the next major 
and essential step. To implement the 
program so that it will be administered 
on an educational, business-like basis is 
necessary if the program is to achieve 
the ends we have set forth. These obli- 
gations rest heavily upon the headquar- 
ters staff of the Institute and upon the 
officers and staff of each chapter and 
affiliated association. Our _ responsibili- 
ties are great, but commensurate with 
them are the significant opportunities for 
the future.” 


Los Angeles Herd 
Wins First Annual 
Zebra Member Race 


Los Angeles: Les Fishback, Grand Ex- 
alted Super Zeb, in a letter quoted in the 
April edition of CrepIT AND FINANCIAL 
MANAGEMENT, stated that when the final 
tabulation was made of memberships in 
the Association acquired through direct 
Zebra effort he would provide a member- 
ship trophy, suitably engraved, and would 
travel to the winning herd and present it 
in person. 

Well, he won’t have far to go. In fact, 
the Los Angeles Herd No. 1 has swin- 
dled the Grand Exalted Super Zeb out of 
a trip by winning the trophy hands down. 
And yet not so easily at that, for the 
Chattanooga herd was very close behind. 
The results follow: 


LOS ANGELES 
CHATTANOOGA 
SAN DIEGO 
Milwaukee 
Wichita .... 
Toledo 

New Orleans 
Oakland 
Pittsburgh 

San Francisco 
Tacoma 


The Insurer’s 
Point of View 


(Continued from page 13) 


reviewing the risk. We cannot issue 
policies with the understanding that 
the policyholder is free to change the 
date on which payment is due (and 
that is the essence of an extension 
agreement). Nor should we accept 
a claim without the privilege of seek- 
ing recovery from the debtor; but 
certainly an extension agreement 
would prevent immediate action. 

If the creditor wishes to grant an 
extension either because of good re- 
lations with the debtor in the past or 
expectation of profitable dealings in 
the future, he is privileged to do so, 
but relations between debtor and’ 
creditor are not the subject of our 
insurance. If he invites our opinion 
we are willing to review cases 
individually. 

Finally, if requests for extension 
were included as insolvencies, the 
provision would be a source of an- 
noyance to many policyholders. If 
that provision were included and a 
debtor requested extension, the pol- 
icyholder would be forced to file 
his claim with us within 20 days 
after the debtor’s request, even 
though the reason for that request 
might be some temporary difficulty 
and the debtor not truly insolvent. 

The facts stated above are the 
result of my 15 years’ association 
with credit insurance, but these are 
endorsed by Officers of this Com- 
pany with an aggregate experience 
in credit insurance running well up 
into the years. I hope you do not 
regard my letter as unnecessarily 
critical. I do believe that Mr. Ever- 
berg’s long experience in credit in- 
surance, even though confined to 
service activities, should have given 
him a better understanding of the 
coverage than his article discloses. 
In a letter about the article one of 
our managers wrote: “It seems 
strange to me that he could be so 
wrong about general extensions.” I 
can only add that it seems strange 
to me he can be so wrong about 
credit insurance. 


Credit-Collection Manager (or Administrative) 
a wanted by member of New York Credit 

en’s Association. Twenty years exemplary 
experience in Manufacturing, Distributor and 
Budget fields. Graduate Accountant, Office 
Manager, Personnel Trainer. Good financial an- 
alyst, correspondent, systematizer, liaison man. 
Executive type. 40. Sales minded. Travel. Lo- 
cate anywhere. Box J-1, Credit and Financial 
Management. 
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